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With a potential $19B shortfall over the next 20 years, the need for change in 
transportation is strong; the opportunities for improved coordination, collaboration, 
and administrative cost reduction are significant

After identifying and cataloguing more than 200 potential savings opportunities, the project 
team developed a framework to identify 8 key focus areas and completed 14 high-level 
business cases; a summary of these key areas and accompanying business cases is 
provided below:

1. Benefits Reform:  presents a range of different options to reduce costs associated with 
healthcare and pension benefits [note: given the project timeline, only the MBTA was evaluated 
as part of Phase I; other transportation authorities may be evaluated in subsequent phases]

2. Shared Procurement Services:  creates and extends shared procurement services 
3. IT Consolidation:  consolidates and/or shares information technology support functions and 

applications across all transportation entities 
4. Shared HR Services:  creates and extends shared human resources services across all 

transportation entities 
5. Shared Finance Services:  creates and extends shared financial services across all 

transportation entities
6. Strategic Sourcing:  designs and implements strategic sourcing plan, standards, and 

redesigned business processes for all transportation entities
7. Tort Liability Reform:  extends tort liability cap to all transportation entities
8. Road and Bridge Administrative Integration:  create one transportation entity that manages 

key operational functions for all roads and bridges of Massachusetts – with a focus on asset 
management, construction management, and fleet management

Building a More Efficient Organization 

Driven by major operational and financial challenges throughout its transportation system, Massachusetts has an 
opportunity now to transform its organization and prepare for the future.  Improving the system’s efficiency can 
free up billions of dollars over the coming decades for infrastructure maintenance.  Governance changes can 
improve coordination and collaboration across transportation modes and assets, allowing leading practices to be 
shared between organizations.  Together, these efficiency and governance changes can enhance mobility for 
citizens throughout the Commonwealth.     

This 10-week project conducted by the Executive Office of Administration and Finance (ANF), the Executive Office 
of Transportation and Public Works (EOTPW or EOT), and Deloitte & Touche LLP (Deloitte), identifies efficiency 
and governance opportunities at a high level in an attempt to begin ‘turning every stone.’ The goal of this effort is 
to secure the future viability of Massachusetts transportation by reducing administrative spending, driving a higher 
proportion of transportation funding into maintenance, and improving integrated planning and operational 
management.  The opportunities require further validation in the coming weeks to refine estimates, clarify 
challenges, and plan for specific next steps.  Moving from discussion to action will require focused and ongoing 
pressure to drive change.  

Why Change Matters

Opportunity Potential Annual 
Savings

Potential 
20-Year 
Savings

Benefits Reform $20M – 30M

$6M – 13M

$58M – 114M

Tort Liability Reform $5M – 6M $165M – 181M

$23M – 70M

$114M – 235M

$1,000M – 1,600M

Shared Services $159M – 358M

Strategic Sourcing $2,000M – 3,000M

Road & Bridge Integration $670M – 2,000M

Estimated Totals: $4,000M – 6,500M

Recent Studies:
• The Massachusetts 

Transportation Finance 
Committee Report (2007)

• The Pioneer Institute white paper 
(2007)

• The Turnpike Task Force Report 
(2006)

• The Dye Management Report 
(2005)

• Massachusetts Taxpayers 
Foundation Report (2004)
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The new governance structure of the organization will help drive collaboration, 
strengthen financing, and enhance efficiency in the near and long term

Successful implementation of major cost savings and governance reforms will face many 
challenges. 

A planned and coordinated approach to this change effort will be necessary to achieve meaningful 
cost savings, transform the transportation function, and fully achieve the goals of the 
Commonwealth’s transportation reform and Mobility Compact.  Within each area, the 
Commonwealth should address issues related to people, process, and technology.  

It is now up to the Commonwealth to determine the extent of the reforms it would like to pursue, its 
future governance structure, and the scope of its cost reduction efforts1.  The projects that arise 
from these initiatives must undergo scrutiny and prioritization to determine the best sequence for 
implementation, considering risk, resources, and costs and benefits.  The Transformation Roadmap 
on the following page presents a summary of this project and illustrates the activities, challenges, 
and opportunities that the Commonwealth will face as it undertakes this transformation.  

Driving Results:  Next Steps

The evaluation of the governance models 
identified significant opportunities to improve 
collaboration and coordination among the 
entities, but there are tensions between 
accountability and independence (affecting 
financing strength). 

The Commonwealth can now weigh these pros 
and cons and develop an approach that best 
meets its policy objectives.

Getting started: 
1. Determine the scope of the transformation 

effort (including governance and cost 
reduction)

2. Appoint an executive sponsor

3. Create a Program Management Office to 
drive implementation

4. Engage stakeholders in all organizations

5. Develop detailed business cases and 
project plans

6. Prioritize and sequence the opportunities

7. Proactively manage implementation and 
drive results

Establishing a New Governance Structure

To assess governance, the project team:

• Conducted research on leading practices

• Developed a framework for evaluation of 
governance models

• Created five models for review

• Documented pros and cons

1 In tandem, under separate contract and direction, UBS Securities LLC (“UBS”) was engaged by the Commonwealth to assess ways to increase investment through debt restructuring and evaluate 
options for credit restructuring. This analysis provides direct input into the governance assessment included in this report.
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A roadmap to the transformation of governance and efficiency in Massachusetts 
transportation
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• IT Consolidation: detailed assessment refining Phase I 
consolidation opportunities and / or additional support from 
Commonwealth ITD (including detailed business cases 
and implementation roadmap with key implementation 
dependencies assessed).

Technology

• Shared Financial Services: detailed business case 
refinement of Phase I high-level case for creating / 
extending finance shared services across all transportation 
entities.

Finance

• MBTA Benefits Redesign: actuarial validation of 
estimated cost savings achieved through a restructuring 
and standardization of healthcare and pension benefits for 
MBTA employees.

Benefits / 
Labor / 
Staffing

• Tort Liability Reform: detailed business case refinement 
of Phase I cost saving estimates around tort reform (i.e., 
specifically standardizing the liability cap across all 
transportation entities in the new governance model to be 
more aligned with the state’s liability cap).

• Shared Procurement Services: the convergence and 
streamlining of an organization’s procurement functions to 
ensure that they deliver the organization the services 
required of them as effectively and efficiently as possible 
with a strong focus on customer service; covers all 
activities that involve buying, contracting, purchasing, 
sourcing or tendering.  

• Strategic Sourcing: generally involves purchasing with 
the objective to purchase goods or services that will 
minimize costs, increase managerial effectiveness, and 
improve operational efficiency through specifications 
development, commodity/service and contract value 
analysis, supplier market research, negotiations, buying 
activities, contract administration, inventory control, traffic,
receiving and stores. Strategic sourcing is a procurement 
process that an organization can continuously improve 
through regular re-evaluation of the purchasing activities of 
an organization. It is just one component of the supply 
chain management discipline.  Potential cost savings are 
primarily driven by commodity/service type, as well as the 
organization’s current level of procurement sophistication. 

Procurement 

• Integrated Performance Management1: organizational 
design around new positions, salaries, responsibilities, and 
performance metrics at the individual and business unit 
level (*also fall under the finance area).

• Shared Fleet Management Services: Develop detailed 
business case for creating fleet management shared 
services across all transportation entities, including 
benefits identification around shared inventory 
management system, site co-location, shared parts 
procurement, and so on.

Fleet 
Management

• Shared HR Services: detailed business case refinement 
of Phase I high-level case for creating / extending HR 
services in a streamlined and integrated fashion across all 
transportation entities.

Human 
Resources

• Administrative and Operational Integration of Road 
and Bridge Entities: Plan for administrative and 
operational integration of road and bridge entities and 
assets (i.e., MassHighway, MassPike, Massport’s Tobin 
Bridge, and DCR’s road/parkway and bridge assets) with 
particular focus on integrating and streamlining the 
administrative and operational activities of capital 
construction management, asset management, and fleet 
management.

• Workforce Position Standardization: assessment and 
designs for standardizing key workforce positions.

Potential Cost Reduction Projects for Phase II

Asset and 
Capital 

Construction 
Management
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• Strategic Sourcing: generally involves purchasing with 
the objective to purchase goods or services that will 
minimize costs, increase managerial effectiveness, and 
improve operational efficiency through specifications 
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analysis, supplier market research, negotiations, buying 
activities, contract administration, inventory control, traffic,
receiving and stores. Strategic sourcing is a procurement 
process that an organization can continuously improve 
through regular re-evaluation of the purchasing activities of 
an organization. It is just one component of the supply 
chain management discipline.  Potential cost savings are 
primarily driven by commodity/service type, as well as the 
organization’s current level of procurement sophistication. 

Procurement 

• Integrated Performance Management1: organizational 
design around new positions, salaries, responsibilities, and 
performance metrics at the individual and business unit 
level (*also fall under the finance area).

• Shared Fleet Management Services: Develop detailed 
business case for creating fleet management shared 
services across all transportation entities, including 
benefits identification around shared inventory 
management system, site co-location, shared parts 
procurement, and so on.

Fleet 
Management

• Shared HR Services: detailed business case refinement 
of Phase I high-level case for creating / extending HR 
services in a streamlined and integrated fashion across all 
transportation entities.

Human 
Resources

• Administrative and Operational Integration of Road 
and Bridge Entities: Plan for administrative and 
operational integration of road and bridge entities and 
assets (i.e., MassHighway, MassPike, Massport’s Tobin 
Bridge, and DCR’s road/parkway and bridge assets) with 
particular focus on integrating and streamlining the 
administrative and operational activities of capital 
construction management, asset management, and fleet 
management.

• Workforce Position Standardization: assessment and 
designs for standardizing key workforce positions.

Potential Cost Reduction Projects for Phase II
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• Business case and funding decisions
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Introduction
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The need for transportation reform has been documented by various 
transportation policy, political, academic, and other interest groups, 
including the Massachusetts Taxpayers Foundation Report (2004), the 
Dye Management Report (2005), the Turnpike Task Force Report 
(2006), the Pioneer Institute white paper (2007), and the Massachusetts 
Transportation Finance Committee Report (2007).

Key issues: 
Massachusetts has a projected $15-19 billion shortfall for infrastructure 
maintenance over the next 20 years 
No funding identified for high-priority expansion projects
Lack of a funding mechanism for potential emergency repairs (i.e. bridge 
collapse)
Public perception of inefficiency and wasteful expenditures
Rising cost of health care and retirement pensions across several 
transportation authorities
A change in the status quo is needed, as the cost to maintain the 
transportation system continues to rise

The Commonwealth of Massachusetts faces a potential $15-19B1 budgetary deficit for 
the maintenance of its surface transportation infrastructure over the next 20 years

Over the past few years, the need for transportation reform has been 
identified by both the executive and legislative branches.

Transportation Reform Legislation  (2004)
MTA/MHD Efficiency Study (mandated by the General Court, Chapter 196 
of the Acts of 2004)
Inaugural Address – highlighted the broken roads and bridges and other 
infrastructure needs (Governor Patrick, 2007) 
Signing of the Massachusetts Mobility Compact – works to (1) improve 
administrative efficiencies and program effectiveness; and (2) assure the 
coordination and quality of roadway, transit, airport, and port infrastructure 
and security, between and among the several agencies and authorities 
(Governor Patrick, 2007)

Recent Reforms Efforts Recent Studies

Safe, efficient and effective mobility is critical to modern life and to our economy.  The surface transportation infrastructure of the Commonwealth – such as its roads, 
bridges, rail systems and bus services – are some of its most important assets.  The effective maintenance of this infrastructure coupled with an integrated mobility 
strategy is vital to the livelihood of residents, the effectiveness of public safety, health care and other services, the success of the business community, and the 
continuation of the state’s economic growth and environmental sustainability. 

However, recent studies indicate that the condition of the Commonwealth’s surface transportation infrastructure has declined considerably to the point where there is 
a projected deficit of $15-19B over the next 20 years in funding the maintenance of existing assets.  As an example of the significant of these asset maintenance 
needs, the Pioneer Institute2 has indicated that 501 of MassHighway’s bridges are structurally deficient due to lack of maintenance. This challenge is not unique to 
Massachusetts, it is a problem occurring across the nation as a result of a gradual decline in funding relative to growth in demand.  Furthermore, major infrastructure 
failures, such as the tragic I-35W bridge collapse in Minneapolis, have heightened public awareness and led to calls for action to address the challenge.  

Reformulating and revising transportation funding is core to solving the issue.  In fact, the Massachusetts Taxpayers Foundation noted that the Commonwealth 
needs to preserve and strengthen its capacity for financing investments in transportation.3

1 Transportation Finance Commission, “Transportation Finance in Massachusetts: An Unsustainable System.” 2007, pg. 1
2 Pioneer Institute, “Our Legacy of Neglect The Longfellow Bridge and the Cost of Deferred Maintenance.” 2007, pg. 18
3 Massachusetts Taxpayers Foundation, “The Road to Reform: Restructuring the Commonwealth’s Transportation Agencies.” 2007, pg. 3
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The Commonwealth also faces challenges related to planning, cross-agency policy 
making, asset management, and addressing other transportation trends

While funding is an issue, recent studies have highlighted other issues which the transportation system must face.  The studies have noted that incremental fixes 
are no longer viable and that true reform is needed.  The Pioneer Institute noted that there is failure to plan for maintenance costs when building new assets, 
therefore, the problem of a maintenance budget deficit is growing and compounding.4 The report also highlighted the point that skipping scheduled and needed 
maintenance is actually increasing costs, rather than reducing costs.  Numerous studies have called for the implementation of a comprehensive asset management 
strategy and plan.

Studies have also noted the lack of integrated transportation planning and policy making.5,6 This includes high-level planning, as well as more detailed project 
planning across agencies.  As an example, the existing transportation agencies often have mismatched policy objectives, such as when one agency lowers tolls, 
but another is struggling financially and is forced to raise fares.  The Commonwealth needs a unified plan/policy, yet it also needs the mechanisms to implement the 
plan such as the ability to cross subsidize costs between modes.

In addition, the Commonwealth faces other issues such as duplication and fragmentation of services and the opportunity to achieve greater economies of scale 
through initiatives such as shared services (e.g., HR, Finance, Procurement) and joint operations (e.g., sign shop, bridge inspection, bridge maintenance, 
sweeping).  The inequality of pay/benefits across like transportation agencies and employee classifications is also a challenge to overcome, in that operational 
costs are rapidly rising and containing those costs is critical.7

Trends Impacting Transportation

With the cost of gas rising, people are driving less and moving toward 
more efficient vehicles.  A reduced quantity of gas consumed leads to 
lower gas tax revenues to support transportation
User-based fees are becoming more and more standard, even in highway 
functions, as congestion charging, open road tolling, and other fees are 
implemented; FHWA is encouraging creative financing while still providing 
federal support
User fees are also becoming more of a means to disincent vehicle use
and incent the use of public transportation
Mobility and the integration between transportation modes is a core 
issue – states and municipalities are working hard to improve these 
junctions

Policy makers are linking transportation to environment, and looking at 
ways to reduce transportation’s impact such as increased support of public 
transit, low / no emission vehicles, and developing business (jobs) near 
existing transit
Aging populations are expected to place more demand on public transit, 
as older populations return to cities and relinquish their driving privileges
Federal Highway Trust Fund will continue to have budget shortfalls, 
resulting in reduced federal spending on highways
Transportation is one of many issues states are grappling with – other 
major challenges include health care reform, education reform, social 
services – transportation entities will have to find ways to provide 
higher levels of self-funding as they compete for scarce funds with other 
program areas

Broadly speaking, a number of transportation trends are emerging nationally.  The trends correlate to funding shortfalls and an aging infrastructure (all modes), 
and should be accounted for in the Commonwealth’s strategy.

4 Pioneer Institute, “Our Legacy of Neglect The Longfellow Bridge and the Cost of Deferred Maintenance.” 2007, pg. 2
5 Massachusetts Taxpayers Foundation, “The Road to Reform: Restructuring the Commonwealth’s Transportation Agencies.” 2007, pg. 3
6 Dye Management Group, “Report as Required by Section 16 of Chapter 196 of the Acts of 2004.” 2005
7 Turnpike Task Force, “Turnpike Task Force Final Report.” 2006
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In response to these challenges, the Commonwealth is exploring a broad range of 
improvement opportunities, cost reduction opportunities, governance options, and 
innovative finance approaches

The Commonwealth’s Transportation Reform Objectives

A transportation system that is safe, accessible, efficient and well-maintained

Improvements to the transportation system that support economic growth in a manner that is 
consistent with sustainable development principles

Faced with funding and other challenges, state governments across the country are forced to make difficult decisions around how to reduce the cost of administrative 
and support functions and re-direct those funds into maintenance activities. Often, this cost cutting is insufficient to close the gap and as a result states are exploring 
innovative financing and revenue generating options in an attempt to meet the full extent of the challenge. 

The Commonwealth is addressing this challenge head on and is ‘turning every stone’ to identify potential cost reduction opportunities and to identify ways to 
strengthen its operational management and debt financing position. The goal of this effort is to secure the future viability of transportation in the Commonwealth by 
reducing administrative spending, driving a higher proportion of the transportation funding into maintenance activities, improving integrated planning and operational 
management across modes of transport, and by reducing current debt service costs and freeing up debt capacity for future projects. These and other approaches are 
being considered by many states in response to a number of challenging macroeconomic trends.

Reform 
Objectives

Overall, the Commonwealth is looking to fundamentally transform how transportation is administered within Massachusetts.  Key objectives and the changes 
needed to meet these objectives serve as the guiding principles and criteria for evaluating reform proposals. 

Coordinated inter-modal transportation policy (e.g., centralized policy-making authority; consolidation of resources to 
implement policy)

Leverage resources to maximize investment capacity in transportation infrastructure through efficiencies, 
reforms and debt management (e.g., shared services; institutional capacity to implement shared services; operational 
consolidation; benefits reforms; consolidated transportation debt issuing authority)

Financial stability through revenue raising tools and institutional capacity and flexibility to equitably allocate 
costs among the users of the transportation system (e.g., consolidation of transportation-related revenues; 
centralized authority to allocate those revenues and to prioritize funding needs among different modes of transportation; 
centralized and broad authority to raise revenues from users of transportation system in a fair and equitable manner; 
political insulation and institutional capacity to raise revenue necessary to finance the needs of the transportation system)

Effective management of transportation assets, resources and projects (e.g., performance management standards 
and measurement requirements; efficient project delivery)

Public accountability for management of transportation assets, resources and projects (e.g., control/oversight of 
policy, management and funding decisions by elected officials (e.g., direct control or strong appointment authority);  
transparency and reporting requirements; opportunities for direct public input

Changes 
Needed 
to Meet 
Reform 

Objectives
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ANF and EOT have started planning and initiating changes in the transportation 
landscape; Deloitte & Touche was engaged to conduct a 10-week, high-level 
assessment of governance options and administrative cost reduction opportunities

Evaluate 
Transportation

Governance Options

Identify Potential 
Administrative Cost 

Reduction Opportunities1

Build a Roadmap

• Conduct research on leading practices in governance 
• Develop a framework for evaluating potential governance models
• Assess pros and cons of different governance options

• Identify and catalogue administrative cost savings opportunities
• Develop framework for prioritizing opportunities
• Develop ‘high-level’ business cases for priority opportunities

• Develop a high-level roadmap for implementation

In tandem, under separate contract and direction, UBS Securities LLC (“UBS”) was engaged by the Commonwealth to assess options for increasing investment 
through debt restructuring and to evaluate options for credit restructuring.  This analysis provides direct input into the governance assessment included in this report.

As a first step, Deloitte & Touche LLP was engaged to evaluate governance options, identify potential administrative cost reduction opportunities, and build a 
roadmap for implementation. 

Summary of Project Scope1

1 Phase I scope focused on administrative cost reduction opportunities (e.g., HR, IT, Procurement, Finance), and not other operating or capital expenditures
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The project’s 10-week effort involved direct participation from the Office of the
Governor, ANF, EOTPW, and the EOEEA

Secretary Leslie Kirwan

Undersecretary Jay Gonzalez

Assistant Secretary Matt Gorzkowicz

Thom Dugan

Lonsdale Koester

Lori Hindle

Team Members from the Executive 
Office for Administration and 

Finance (ANF)

Secretary Bernard Cohen

Undersecretary Jeff Mullan

Undersecretary Sue Bristol

Amy Branger

Trellis Stepter

Chris Dempsey

Team Members from the Executive 
Office of Transportation and Public 

Works (EOTPW)

Doug Rubin

Mark Reilly

Team Members from the Office of the Governor

Undersecretary Phil Griffiths

Rick Sullivan

Team Members from the Executive 
Office of Energy and Environmental 

Affairs (EOEEA)
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To identify administrative cost reduction opportunities, prior studies and experience 
from other organizations provided a “top-down” view, while interviews with 
stakeholders and documentation and data reviews provided a “bottom-up” view  

Prior Studies1

• 2007 Transportation Finance Commission Findings 
(Part I) and Recommendations (Part II)

• 2007 Pioneer Institute, “Our Legacy of Neglect…”
• 2006 Turnpike Taskforce Final Report
• 2005 Dye Management Group Report Required by 

§16, Chap. 196 of the Acts of 2004…

Interviews3

Gov’t Performance Value Map and Prior 
Experience from Other States / Organizations2

14 High-level 
Business Cases

• 45 total interviewees represented from... 
• Office of the Governor; Secretariat-level leaders; 

Agency-level CEOs, CFOs, COOs, CIOs; Executive 
Directors, mode-specific engineering chiefs and 
operations directors; legislative stakeholders; and 
budgetary / finance leadership, management,
and staff

• Key Cost 
Drivers

• Strategic 
Options

• Performance 
Levers

• Typical Cost 
Savings

Documentation 
and Data Reviews

• Various FY07 budget books
• Various FY05 – FY08 budget figures
• Relevant inter-agency memos and agreements

Over 200 Cost 
Reduction Ideas4

1 A full list of the studies reviewed may be found in the Overview section of the Ideas Catalogue which is located in the Appendix of this report
2 A full image of the Government Performance Value Map may be found as a “fold-out” in the Appendix of this report
3 A complete list of interviewee names, titles, and organizational affiliation may be found in the Executive Summary of this report
4 The complete Cost Reduction Ideas / Opportunities Catalogue is contained in the Appendix of this report
5 Each business case is contained in the Cost Reduction Opportunities section of this report, and includes case overviews and detailed calculations for each high-level case
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Through an iterative process of analysis conducted in multiple, multi-disciplinary 
workshops, the team defined and assessed different governance model variables

Transformation 
Roadmap

1.  Leading Practices

6. Final Consensus 
Evaluation of 
Governance Options

3.  Initial Evaluation Criteria

2.  Current State

5.    Refined and Updated Drafts of
Various Governance Options

4.    Preliminary Drafts of 
Various Governance 
Options 
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Criteria focusing on coordination, efficiency, accountability, and effectiveness were 
used to assess the current model and compare governance options

Note:  The evaluation criteria have been updated based on feedback from the 11/26/07 Steering Committee working session, as well as additional comments from the Steering Committee team members.

Other Considerations
• What roles / responsibilities change (i.e., Governor, Legislature, EOT, other)?
• How does the new model address known implementation issues (i.e., labor, benefits, etc.)?
• Is the proposed change “marketable”?  
• Does the model follow leading practices?  Is there precedence?
• Is the proposed change too large / small to garner needed support?
• Is the proposed change considerable enough to be identified as reform (meeting the Governor’s objective)?

• Does the model allow for flexibility to change with demographic shifts, 
economic conditions, or other cultural changes?

• Does the model promote balanced and fair decision-making with the long-
term in mind?

• To what extent does the model allow for independent revenue generation 
decisions and budget allocation decisions to be made?

• Does the model have the right balance between independence and 
political insulation needed to finance transportation infrastructure as well 
as accountability to the Governor and the public for management of the 
public’s resources and transportation assets?

• Does the model follow lean operations principles?
• Does the model create opportunities to reduce cost (both administrative 

and operational)? 
• Is the model’s organizational structure the most efficient option or are 

there redundancies that cannot be eliminated? 

• Does the model facilitate on-going performance management concepts, 
efficiency, and proper controls?

• Does the model facilitate accountability and responsibility?  

• Does the model allow for optimal debt and credit restructuring? 
• Does the model facilitate cross agency / mode subsidization? 
• Does the model allow for transportation funding decisions to be made 

more quickly, easily? 
• To what extent does the model complicate the fund structure(s), 

accounting of transportation spend, federal compliance, etc.?
• Does the model have better liability protections than the current model?
• Does the model create additional risk for the Commonwealth?

• Does the model facilitate cross-agency and cross-mode planning?
• To what extent does the model have centralized, integrated planning 

(i.e., avoids unnecessary duplication with agency-specific planners, 
coordinates with budgeting, etc.)?

• Does the model provide the planning entity enough control and authority 
to conduct planning (i.e., does the planning group have control or 
appropriate access to needed data / information)?

• Does the model positively impact the transportation network and 
assets?

• Is the model driven by sound public policy and strategy?
• Does the model facilitate regional equity?
• Does the model provide a long-term strategic benefit (e.g., even if the 

model provides modest benefits today, does it push transportation in 
the right long-term direction?)

• Does the model create an environment where collaboration is 
encouraged or supported by management (i.e., collaborating on 
procurement, shared vehicles, etc.)?  Or, are agencies / departments / 
divisions seen as competing interests? 

• Does the model leverage existing resources? 

• Does the model balance independence of the board with the 
appropriate controls (either through the governor, legislature, or other 
means)?

• Does the model have appropriate checks and balances overall?

• Does the model have an integrated, planned approach to determining 
and managing revenue streams and allocating funds (i.e., who controls 
each revenue input, which stream goes into each fund, and who 
distributes from each fund)? 

• Does the model have the appropriate checks and balances prior to debt 
being issued (i.e., MassTrans debt issuance subject to approval by 
Sec. of ANF)? 

• Does the model provide enough of a role for the governor, legislature, 
operational agencies, MPOs, and other stakeholders in the planning 
process so that the plan has adequate buy-in?

• Does the model have incentives, disincentives, or other controls to 
ensure that the plan is followed by the agencies?

• Does the model have centralized transportation policymaking across all 
modes (i.e., avoids mismatch of lowering tolls but raising other fees)?

Guiding Questions for Evaluation

Level of Implementation 
Effort / Degree of 
Implementation 

Complexity

Accountability3

Effectiveness5

Efficiency4

Financing 
Strength and 

Flexibility
2

Policy 
Coordination1

Criteria#
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The current transportation governance model was analyzed to determine what the 
Commonwealth does well and what could be improved

= iterative task

• To develop and evaluate the governance options, a theoretical “ideal” was drafted based on leading practices and a current state analysis
• The team then developed a structured approach to assessing the options through a defined set of evaluation criteria
• Then a number of models were developed to address specific constraints
• Through a series of workshops the pros and cons or each option were developed

Approach
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Nearly 50 individuals across Massachusetts transportation were interviewed during 
Phase I at least once to discuss cost reduction ideas and governance options
• Patrick, Deval 
Governor 

• Kirwan, Leslie
ANF, Secretary

• Cohen, Bernard
EOTPW, Secretary

• Gonzalez, Jay
ANF, Undersecretary

• Mullan, Jeff
EOTPW, Undersecretary and Legal Counsel

• Grabauskas, Dan
MBTA, General Manager

• Paiewonsky, Luisa 
MassHighway, Commissioner

• Kinton, Tom
Massport, CEO

• Collins, Anne
RMV, Registrar

• Sullivan, Rick
DCR, Commissioner

• LeBovidge, Alan 
MassPike, Director 

• Welch, Bob
MAC, Executive Director

• Anderson, Dave
MassHighway, Acting Chief Engineer

• Davis, Jonathan
MBTA, CFO 

• Journeay, Ann
MassPike, CFO

• Riedell, David
ANF, Finance Director

• Baddour, Steven
Senate Co-chair, Joint Committee 
on Transportation

• Dempsey, Chris
EOTPW, Special Assistant

• Koester, Lonsdale
ANF, Fiscal Policy Analyst

• Rubin, Doug
Governor’s Office, Chief of Staff

• Benison, Marty 
State Comptroller 

• Diadamo, Rob
MBTA, Chief of Staff

• Loughlin, Tom
MassHighway, Director of 
Highway Operations

• Scanlan, Jim
MARTA/RTAs, Lowell RTA

• Branger, Amy
EOTPW, Chief of Staff

• Donnelly, Tom
MassHighway, Chief of Staff

• Mackey, Dave
Massport, Chief Legal Counsel

• Shea, Artie
EOTPW, CIPO Executive Director

• Breen, Marie
MassPike, Chief Counsel

• Dugan, Thom
ANF, Fiscal Policy Analyst 

• Mohler, David
EOTPW, Deputy Secretary for Planning

• Silveria, Jim
EOTPW, CIO 

• Bristol, Sue
EOTPW, Undersecretary

• Gorzkowicz, Matt
ANF, Assistant Secretary

• Orsino, Jeannette
MARTA/RTAs, Executive Director

• Stern, Wendy
EOTPW, Undersecretary for 
Programs / Planning

• Broderick, Tom
MassHighway, Director of 
Highway Safety

• Griffiths, Phil
EOEA, Undersecretary

• Pasquini, LeeAnn 
ANF, Asst. Budget Director

• Tramontozzi, Frank
MassHighway, Chief Engineer

• Cahir, Tom
EOTPW, Deputy Secretary

• Hertz, George
Massport, Chief of Staff

• Petraglia, Silvio 
EOTPW, Director of Materials 
Management

• Wagner, Joseph
House Co-chair, Joint Committee 
on Transportation

• Collins, Steve
MassPike, Chief of Staff

• Hewitt, Jennifer
ANF, System Director

• Pranckevicius, John
Massport, CFO
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Cost Reduction Opportunities
Part I  >  Overview
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The cost of the Commonwealth’s transportation infrastructure is growing faster than 
its revenues, and strategic cost management is needed to reduce administrative 
spend and release funds for infrastructure maintenance

The main purpose of cost reduction efforts is 
not simply to reduce cost; more accurately, it is:   

• To reduce cost on a structural basis

• To increase the ratio of Value-to-Cost

• To improve value for the same cost
(e.g., reduce administrative cost and redeploy 
those costs to mission critical activities such 
as infrastructure maintenance)

Strategic Cost Reduction
Why take it on and to what end?

• Massachusetts’ transportation cost structure is 
growing faster than its revenues

- Rising health care costs
- Rising and unfunded pension liabilities 
- Rising deferred infrastructure 

maintenance costs

• Prior attempts at cost-cutting have taken place, 
and some good progress has been achieved, but 
there is still more to be done across the entire 
transportation portfolio of the Commonwealth 

- 2004 reform efforts within EOTPW
- 2005 MBTA cost efficiencies initiative

• Administrative cost savings can be redirected to 
maintenance activities and can potentially fund 
future investments and initiatives

Change Imperative Project Objectives
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The following approach was taken over a ten-week period to identify, assess, and 
prioritize cost reduction opportunities at a high-level

Idea Opportunity Initiative

• Build high-level business cases

High-level Business Cases

• Identify scope 
• Assess impact 
• Assess challenges
• Estimate financial benefits

• Formulate ideas based on 
duplication, relative headcount 
and spending, challenges to 
effectiveness, and so on 

Transformation 
Roadmap

• Interviews
• Documentation Reviews

• Experience
• Knowledge

A “top-down” view was first taken to identify probable cost reduction opportunities based on our experience with other private and 
public sector entities; in tandem, a “bottom-up” view was also taken through interviews and high-level reviews of key data and 
documentation, as well as high-level industry research

AssessmentsIdeas Catalogue1
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Strategic Sourcing
High-level Business Case

Key Assumptions

• Savings calculated based on cross-industry benchmarks that have been revised, 
where appropriate, to accommodate characteristics of the transportation industry

• Savings estimates are not all inclusive, presenting only some areas with strong 
potential for savings

• Entities could procure and manage some resources collaboratively
• The majority of construction services spend is for procured services
• Construction services cost savings could be realized by adopting a design/build 

procurement strategy or correctly sizing projects during the planning phase to achieve 
a proper fit

Expected Benefits 
• Developing a long-term strategic sourcing plan will enable entities to increase 

efficiency of utilization of goods and services 
• Optimized contracting could reduce prices and allow for increased payment windows 
• Standardized specifications and Inventory management will lead to improved 

coordination and planning
• Strategic sourcing will allow for utilization of more of the Commonwealth’s master 

service agreements (IT, office supplies, salt/sand, equipment, vehicles, other 
commodities)

• Potential economies of scale could reduce costs

Widespread adoption of strategic sourcing will allow MassTrans entities to achieve greater cost efficiency in procuring goods and services; activities such as value analysis, tighter 
negotiations, bundling construction projects, close contract administration, inventory management, and establishment of consistent, standardized specs are tools for implementing 
strategic sourcing

Summary Description 

Estimated Savings (by directional benchmarks only)*

Key Implementation Considerations 

• Additional oversight and coordination needed for strategic sourcing will increase 
effort level

• The potential for significant benefit reduces the risk of failure associated with 
strategic sourcing

• Strategic sourcing efforts could be linked to the Procurement – Shared Services and 
Roads & Bridges Integration business cases

• Other spend areas could also yield savings through strategic sourcing

Current State

Cost Reduction Opportunity:  Design and implement strategic sourcing plan, standards, and redesigned business processes for MassTrans entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct analysis of spending patterns and buying needs to determine goods and services most appropriate for strategic sourcing
• Develop capability to analyze market factors (i.e. vendors, trends, etc.) affecting chosen goods and services
• Determine current regulation and budgeting constraints on joint procurement and management of major assets
• Conduct detailed analysis of contract bidding process, including project overruns and change orders
• Conduct assessment of current procurement management software, processes, and users in place
• Conduct thorough stakeholder analysis in order to develop detailed communications plan targeting key stakeholders and users

In FY07, Massachusetts transportation entities spent approximately $1B procuring 
goods and services.  Overall transportation entities spent 25% on construction 
services, 4% on major equipment, and 1% on utilities in FY07.  More specifically:

• MHD spent 35% of its FY07 budget on construction services
• MBTA spent 15% of its FY07 budget on major equipment
• Massport spent 7% of its FY07 budget on utilities

Using strategic sourcing, Massachusetts transportation entities could save between 
$58M and $114M annually.  
More specifically, entities could save in the following four areas:

In construction services, long-term planning can yield significant savings.  For 
example, a recent audit revealed a 7-year increase in cost overruns on Minnesota 
transportation projects, with a significant amount of that increase being attributable to 
inaccurate or inadequate project planning.

Savings Area Cost-Reduction Levers Annual Savings

Office Supplies[1]
> negotiate better rates with suppliers
> increase bulk purchasing $850K - $1.5M

Construction
> bundle construction contracts
> move to value-based bidding $36.5M - $73M

Major Equipment
> standardized specifications 
> pooling of equipment demand $6M - $11.5M

Utilities
> increase bulk purchasing
> conservation discounts $48M - $96M

1 During Phase I, over 200 ideas were captured in the Ideas Catalogue from interviewees and reviews of prior related studies and reports
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Upon preliminary observation, the majority of cost drivers for Massachusetts 
transportation reside in program delivery, operating efficiency, and asset efficiency

Deloitte Consulting Government Performance Value MapTM

= Cost Drivers

Note: the full legible version of the Government Performance Value Map is located in the 
Appendix of this document and may also be accessed by double-clicking on the file icon here:  
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FY07 spending was then reviewed in greater detail to establish a general cost 
baseline; the largest expenditures appear to reside in construction, employee wages, 
maintenance, grants/subsidies, and energy / utilities 

MassHighway

1. Construction and improvement of 
buildings and maintenance of 
infrastructure and land acquisition 
($979M)1

2. Grants and subsidies ($180M)

3. State employee compensation1

($113M)

4. Energy costs and space rental 
expenses ($15M)1

5. Information technology ($1.4M)

RMV

1. State employee compensation 
($26M)

2. Information technology ($7M)

3. Operational services ($7M)

4. Energy costs and space rental 
expenses ($6M)

5. Administrative expenses ($5M)

MAC

1. State employee compensation 
($.3M)1

2. Energy costs and space rental  
expenses ($.05M)1

3. Information technology ($.020M)

4. Administrative ($.02M)

5. Equipment TELP lease-purchase, 
lease and rental, maintenance and 
repair ($.02M)1

EOT

1. Grants and subsidies ($68M)1

2. State employee compensation 
($5M)

3. Construction and improvement of 
buildings and maintenance of 
infrastructure and land acquisition 
($4.4M)

4. Employee related expenses ($.07M)

5. Pension and insurance related 
expenditures ($.07M)1

MBTA

1. Wages ($354M)

2. Purchased commuter rail expenses 
($224M)

3. Construction services ($203M)

4. Materials, supplies and services 
($145M)

5. Health fringe benefits ($96M)

MassPike2 Massport

1. Employee compensation ($92M)

2. Utilities ($38M)

3. Maintenance and services ($38M)

4. State police ($28M)

5. Stevedoring ($26M)

1 Includes other types of operations-related capital expenditures 
2 No FY07 capital expenditures were provided by the MassPike, therefore, the bulk of the items listed under MassPike are operating expenses

1. Maintenance and utilities ($52M)

2. Toll collection - manual and 
electronic toll collection ($44M)

3. State police / public safety ($29M)

4. Benefits and retirement ($27M)

5. Insurance and workers’
compensation ($12M)
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Typical Cost LeversObserved Cost Drivers

There are 4 key paths to improving 
what can be done to control and / or 
contain these costs:
1.  Re-engineer

Apply “lean manufacturing” principles

Re-engineer and standardise key/ broken 
processes through technology

2.  Consolidate
Consolidate similar capabilities, simplify 
functions and remove duplicated activities 

Deploy single centres of expertise

Leverage leads in group capabilities

3.  Automate
Replace manual processes, where justified, 
with automated solutions

4.  ‘Smart-source’
Outsource non-key asset/ commodity 
capabilities 

Insource transaction volumes to exploit cost 
advantages 

Introduce new sources of revenue

Across observed cost categories, there 
are a number of key cost drivers in 
Massachusetts transportation:

Volumes – understanding and managing 
demand

Complexity – multiple standards and 
platforms

Duplication – multiple overlapping functions 
and capabilities

Surplus activity – inefficient processes

Productivity – sub-optimal staff utilization

Aging systems – frequent and costly 
maintenance with poorer functionality

Lack of automation – manual processing

HR policies – misaligned compensation

Procurement policies – excessive and sub-
optimal spending

Legacy IT products/systems – servicing old 
books

Regulation – cost of remaining compliant

Shared services

Automation

Process re-engineering

Service level reduction

Streamlined Cost Base

Strategic sourcing

Activity reduction

Project and portfolio management

Policies & procedures

‘Quick Wins’

Low Cost Model

Product / service rationalization

Typical Improvement 
Opportunities

Eight key areas of improvement were then targeted through the assessment; within 
each area, typical cost drivers and improvement levers were discussed 

Key Target Areas for Efficiency Improvement

1. Benefits, Labor/Workforce, Staffing
2. Procurement
3. Information Technology (IT)
4. Human Resources

5. Finance
6. Strategic Sourcing
7. Tort Liability
8. Road and Bridge Integration 

(i.e., Capital Construction, Asset Management, and Fleet Management)
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High-level business cases were then developed to assess the cost savings 
opportunities in each area

Key Areas for 
Cost Reduction

# of Related 
Business Cases Potential Cost Reduction Projects for Phase II

Benefits / Labor / Staffing

Procurement 

Information Technology 
(IT)

Human 
Resources

Finance

Tort Liability

Strategic Sourcing

Road and Bridge 
Administrative Integration 1 case

Administrative and Operational Integration of Road and Bridge Entities: Plan for administrative and operational 
integration of road and bridge entities and assets (i.e., MassHighway, MassPike, Massport’s Tobin Bridge, and DCR’s 
road/parkway and bridge assets) with particular focus on integrating and streamlining the administrative and operational 
activities of capital construction management, asset management, and fleet management
Shared Fleet Management Services: Develop detailed business case for creating fleet management shared services 
across all transportation entities, including benefits identification around shared inventory management system, site co-
location, shared parts procurement, etc.

Benefits Redesign: actuarial validation of estimated cost savings achieved through a restructuring and standardization of 
healthcare and pension benefits for employees7 cases

1 case

1 case

1 case

1 case

Shared Procurement Services: the convergence and streamlining of an organization’s procurement functions to ensure 
that they deliver the services required of them as effectively and efficiently as possible with a strong focus on customer 
service; covers all activities that involve buying, contracting, purchasing, sourcing or tendering 

IT Consolidation: detailed assessment refining Phase I consolidation opportunities and / or additional support from 
Commonwealth ITD (including detailed business cases and implementation roadmap with key implementation 
dependencies assessed)

Shared Financial Services: detailed business case refinement of Phase I high-level case for creating / extending finance 
shared services across all transportation entities

Integrated Performance Management: organizational design around new positions, salaries, responsibilities, and 
performance metrics at the individual and business unit level

1 case
Tort Liability Reform: detailed business case refinement of Phase I cost saving estimates around tort reform (i.e., 
specifically standardizing the liability cap across all transportation entities in the new governance model to be more aligned 
with the state’s liability cap)

Strategic Sourcing: generally involves purchasing with the objective to minimize costs, increase managerial 
effectiveness, and improve operational efficiency through specifications development, commodity/service and contract 
value analysis, supplier market research, negotiations, buying activities, contract administration, inventory control, traffic, 
receiving and stores. Strategic sourcing is a procurement process that an organization can continuously improve through 
regular re-evaluation of the purchasing activities of an organization. It is just one component of the supply chain 
management discipline.  Potential cost savings are primarily driven by commodity/service type, as well as the 
organization’s current level of procurement sophistication

1 case

Shared HR Services: detailed business case refinement of Phase I high-level case for creating / extending HR services 
in a streamlined and integrated fashion across all transportation entities
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In order to develop cost savings estimates within the time available, it was necessary 
to apply a number of important assumptions to the analysis

Due to the time and data available, cost reduction business cases were developed at a high-level indicating that further in-depth analysis would be required to 
validate these initial estimates

Benchmarks applied judiciously are – at best – only directional and should be taken into appropriate context with several influencing factors such as complexity 
of the environment, organizational readiness, leadership commitment, and complexity of the opportunities (particularly, cross-functional opportunities)

For purposes of analysis and comparison, actual spending (not budgeted spending) in the public sector equates to revenues in the commercial private sector 

Data received from various transportation agencies and authorities are accurate, including organization charts and budgetary spreadsheet tools

Average figures used to derive estimated cost savings are directionally appropriate when precise data was not made available or unknown

For business cases involving organizational mergers and shared services-related savings, more than mere consolidation is needed to achieve full potential 
savings (e.g., new technology adoption may have to occur in addition to business process redesign to standardize the operating model and achieve savings 
through this standardization)



- 24 -DRAFT FOR DISCUSSION PURPOSES ONLY

Sets and monitors financial targets 
and defines fundamental objectives; 

delegates operating decisions; 
standalone business units; central 

services typically not provided

Coordinates business strategies, 
sets/monitors financial/business 

objectives; provides inputs to some 
operating decisions; general mgmt 

team; some central services 
provided as-needed

Participates in development and 
implementation of business 

strategies; participates in all major 
operating decisions; general mgmt 
team; significant portion of services 

provided centrally

Develops plans, policies, guidelines, 
and monitors operations; makes 

major operating decisions; operating 
units; vast majority of services 

provided centrally 

Business 
Model

Transportation governance is fragmented reflecting the diverse, federated network of 
entities; by moving to a more integrated governance model, the Commonwealth will 
improve coordination, collaboration, and opportunities for strategic cost reduction

Executive Leadership 
Strategic Control

Executive Leadership 
Decision Control

Business Unit 
Operational Independence

General & Administrative
(G&A) Opportunities

Low

High

Low

High

Low

HighStrongest Likelihood for Success

Decentralized
Model Strategic Guidance Strategic Control Integrated 

Model

Low

High
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Strategic cost reduction can be pursued independently of a governance model, but 
the size of the savings opportunities and the likelihood of success is strongest in an 
integrated model

Business 
Model

Savings 
Potential

Overall Cost 
Structure

General & 
Administrative 

(G&A)
Model

Focus of 
Reduction

Decentralized 
Model

Strategic 
Guidance

Strategic 
Control

Integrated
Modes

Lowest Second Lowest Second Highest Highest

Highest Second Highest Second Lowest Lowest

Corporate 
(i.e., low corporate)

More balanced 
with more focus 

on corporate

More balanced 
with more focus 

on business units

Business Units 
(i.e., no BU s)

Central services 
typically not provided

Some central services 
provided on as-needed basis

Significant portion of services 
provided centrally

Vast Majority of services 
provided centrally

Current State Future Desired State
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The high-level business cases present a total of approximately $114M-235M of 
potential annual savings and $4B-6.5B of potential savings over 20 years1

Project Business Case CA CR CAR FNA FNR
Estimated 

Current Baseline1
Estimated 

Annual Savings1
Estimated

20YR Savings1
Legislation 
Required

MBTA Benefits Redesign:  future active employees participate in state 
health care plans while active and upon eventual retirement and adopt 
proposed contributions

N/A

N/A

$132M
(FY08)

$0
(for Year 1) $135M - 233M TBD

MBTA Benefits Redesign:  future active employees participate in state 
retirement plans $55M $0

(for Year 1) $119M TBD

MBTA Benefits Redesign: current active employees shift to state medical 
plans (while active and at eventual retirement) and adopt proposed 
contributions

$132M
(FY08) $5M - 10M $222M – 398M TBD

MBTA Benefits Redesign: active employees only (no retirees) remain in 
independent authority, but health and welfare plans are redesigned 
(medical plan design changes only, no changes to contributions, waiting 
periods, etc.)

$132M
(FY08) $4M - 8M $213M - 405M TBD

MBTA Retirement Fund Redesign: eliminate ‘23 and out’ for future active 
employees (leaving only 55/20 or age 65) $52M $0 

(for Year 1) $109M TBD

MBTA Retirement Fund Administration: competitively source the 
retirement fund management and custodian services N/A $9M $240M TBD

Workers Comp. Shared Services: shared services for workers’
compensation (WC) claims and employee safety admin. across all agencies TBD $1.4M – 2.M $43M - 64M TBD

Legend:  checkmarks indicate to which employee group the change / reform applies
• CA = Current Actives
• CR = Current Retirees
• CAR = Current Actives Upon Eventual Retirement

1Due to the time and data available, cost reduction business cases were developed at a high-level 
indicating that further in-depth analysis would be required to validate these initial estimates; 20-year 
estimates were calculated with a compounding 3.5% interest rate to account for general inflation.

Project Business Case Estimated 
Current Baseline1

Estimated 
Annual Savings1

Estimated
20YR Savings1

Legislation 
Required

Shared Procurement Services:  create and extend shared procurement services across all 
transportation entities $20M $1M – 2M $28M – 55M TBD

IT Consolidation:  consolidate  and/or share information technology support functions and 
applications across all transportation entities $40M $2M – 4M $56M - 112M TBD

Strategic Sourcing:  design and implement strategic sourcing plan, standards, and redesigned 
business processes for Commonwealth transportation entities $1,000M $59M – 116M $2,000M – 3,000M TBD

Roads and Bridges Integration:  create one transportation entity that integrates the operations 
and management of all roads and bridges in the Commonwealth $473M $23M – 70M $670M – 2,000M TBD

Shared HR Services:  create and extend shared human resources services across all 
transportation entities $22M $1M – 2M $30M – 61M TBD

TBD

$0.85M – 6M $5M – 6M Yes

Shared Finance Services:  create and extend shared financial services across all transportation 
entities $46M $2M – 5M $65M – 130M

Tort Liability Reform:  extend tort liability cap to all transportation entities $165M – 181M

• FNA = Future New Hires While Active
• FNR = Future New Hires Upon Eventual Retirement
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Legend (Business Case + 20YR Cost Savings Range)
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0

1

2

3

0 1 2 3

The most significant opportunities will require considerable implementation effort and 
organizational change; as such, these opportunities carry a moderate risk level

A. MBTA Benefits Redesign:  future active employees participate 
in state health care plans while active and upon eventual 
retirement and adopt proposed contributions ($135M-233M)

B. MBTA Benefits Redesign:  future active employees participate 
in state retirement plans ($119M)

C. MBTA Benefits Redesign:  current active employees shift to 
state medical plans (while active and at eventual retirement) 
and adopt proposed contributions ($222M-398M)

D. MBTA Benefits Redesign:  active employees only (no retirees) 
remain in independent authority, but health and welfare plans 
are redesigned ($213M-405M)

LEVEL 
OF RISK

LEVEL 
OF EFFORT

COST REDUCTION OPPORTUNITY ASSESSMENT

E. MBTA Retirement Fund Redesign:  eliminate ‘23 and out’ for 
future active employees (leaving only 55/20 or age 65) ($109M)

F. MBTA Retirement Fund Administration:  competitively source 
the retirement fund management and custodian services 
($240M)

G. Workers Comp. Shared Services:  shared services for workers’
compensation (WC) claims and employee safety admin. across 
all agencies ($43M-64M)

H. Shared Procurement Services ($28M-55M)
I. Shared Services – IT Consolidation ($56M-112M)
J. Shared HR Services ($30M-61M)
K. Shared Finance Services ($65M-130M)
L. Strategic Sourcing ($2,000B-3,000M)
M. Tort Liability Reform ($165M-181M)
N. Road and Bridge Operational Integration 

($670M-2,000M)

Low

Moderate

High

Low Moderate High

Quick Hits, 
High Risk

Some “Heavy Lifting”
Required with Risk

Some “Heavy Lifting”
Required with Lower Risk

Quick Hits,
Low Risk
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Cost Reduction Opportunities
Part II  >  High-level Business Cases
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Cost Reduction Opportunity:  Title of opportunity for cost reduction 
Summary Description:  Synopsis of cost reduction opportunity
Gap Analysis:  Comparison of current state of agencies/authorities 
relative to cost reduction opportunity to future state if the proposed 
cost reduction opportunity were implemented
Key Benchmarks:  Measures, as determined by industry research, 
of efficient operations relative to a specified opportunity (e.g., the 
percentage of revenue or expenditures that should be devoted to a 
certain type of activity in order to run operations efficiently)
Estimated Savings:  Indicative cost savings that could result if 
agencies/authorities implement the cost reduction opportunity
Expected Benefits:  Non-financial benefits of implementing the 
specified cost reduction opportunity (e.g. streamlined processing)
Level of Effort:  The amount of effort and investment an entity will 
need to expend to implement and manage the specified cost 
reduction opportunity / project as planned (i.e., the total hours, staff 
resources, budget dollars, and potentially, outside assistance needed 
to run the project)
Implementation Timeline:  The projected initiation date of the cost 
reduction opportunity, if implemented; opportunities requiring limited 
preparation can start immediately; opportunities requiring some 
preparation can start in 1 to 2 years; and opportunities requiring 
significant preparation can start in >3 years
Risk:  Estimated risk of failure with associated business case – (i.e., 
failure to achieve the targeted cost savings goals year to year (or 
quarterly), failure to achieve the target level of procedural efficiency, 
customer service, or IT enablement involved with a given cost 
reduction project)
Key Assumptions:  Caveats or clarifications associated with 
calculations or estimations made during the business case
Key Implementation Considerations:  Circumstances that need to 
be taken into account before pursuing implementation of the 
opportunity
Immediate Next Steps:  Steps the agencies / authorities should take 
to prepare for and pursue implementation of the specified cost 
reduction opportunity; these can include basic steps, such as data 
validation, or more elaborate steps to build implementation 
readiness, such as workplan development and team building

A common structure was applied to each business case incorporating a number of 
elements described below

Outline of Business Case Types Key Business Case Terms

1. Benefits Reform Cases 

i. MBTA Retirement Fund – Prospective Changes to Plan 
Design and Fund Administration

ii. Scenario 1 -- Shift MBTA Employees into State Plans and 
Eligibility Provisions

iii. Scenario 1 -- MBTA Employees Adopt Current or Future 
Contribution Levels for Actives; 14%-17% for Retirees

iv. Scenario 2 -- Consolidate the Number of Health Care Plans 
and Administrators; Carve-Out Pharmacy Management

v. Scenario 2 -- Increase Employee Contributions for Medical 
Coverage

vi. Scenario 2 -- Harmonize Benefit Eligibility Rules, Waiting 
Periods for Benefits, and Conduct a Dependent Eligibility 
Audit.

vii. Shared Services for Workers’ Compensation (WC) Claims 
and Employee Safety Administration Across Agencies

2. Shared Services Cases

i. Procurement

ii. IT

iii. HR

iv. Finance

3. Other Cases

i. Strategic Sourcing

ii. Tort Liability Reform

iii. Road and Bridge Integration
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• MBTA medical costs are driven by the “perfect storm” – comparatively generous plan designs, an aging workforce with a high percent of pre-65 retirees, low 
employee contributions, generous eligibility provisions, and the majority of the enrolled population residing in the greater metro-Boston area (higher health care 
costs and utilization due to a preponderance of medical providers)

• 2007 fringe benefit cost = $158M ($11M increase (+7.5%) over 2006 cost). Fringe benefits include pension (33% of total), health care (61%), workers compensation (5%) and 
life insurance, disability insurance, and other benefits (1%)

• 2008 medical budget: $132M (gross of $12.4M in employee contributions and $12.9M in fringe credits).  2008 medical costs are budgeted to reach $14,000 per active 
employee, versus the national average of $8,000

• Health care costs are 34% higher than the median surveyed transit agency for single premiums and 44% higher for family premiums, representing 10% of operating 
expenses1

• MBTA active employees contribute, on average, 5% less for health care coverage than state employees hired after July 2003 (15% versus 20%); MBTA retirees do not 
contribute toward the cost of health care coverage, whereas State employees contribute 10%-15% based on retirement (although actual contributions are closer to 14%-17% 
due to the additional contributions for “CIC” coverage – which offers access to more generous plan design features).

• MBTA active employees contribute, on average, 4% of pay for their pension benefits whereas State employees contribute between 9% and 11%, on average

• MBTA employees are entitled to 100% of the pension retirement benefit after 23 years of service, regardless of age, whereas State employees must satisfy age 
55 with 10 years of service requirement to be entitled to a reduced benefit

High-level Business Case for Benefit Reforms
Case Overview  >  Introduction

Future State Environment – MBTA

Current State Environment – MBTA

The majority of the business cases related to benefit reforms focus on the MBTA benefit programs due to the significance of the difference between the MBTA, 
and other state and authority programs; the project timeline under which Phase I was executed (i.e., approximately 10 weeks); data availability in benefits-related 
areas from other transportation entities; and finally, the possibility of immediate starts on many of the projects outlined in each related business case. 

• In 2006, the cost of the MBTA’s fringe benefits represented 44% of fare revenue.  If changes are not enacted to control the rate of fringe benefit growth, by 2026 
fringe benefits are forecast to represent 94% of fare revenue1

• Differences in pension plan provisions, primarily the “23 and out” provision, will continue to be a contentious point with State employees and the public

1 Transportation Finance in Massachusetts:  Volume 2 – Building a Sustainable Transportation Financing System
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The approach to the benefits analysis is based on Deloitte & Touche LLP’s professional experience combined with input and guidance from ANF and EOT.

The analysis considered the following population segments of  MBTA employees:

• Current Active Employees – There are 5,697 current active employees of the MBTA enrolled in the medical programs. Twenty-year projections assume this population 
decreases over time due to normal turnover, retirement and death

• Current Retirees – There are 2,535 pre-65 retirees and 4,100 post-65 retirees enrolled in the MBTA medical plans.  Twenty-year projections assume this population 
decreases due to a normal rate of death based on the MBTA’s population demographics.  In addition, the projections reflect that the mix of pre and post-65 retirees changes 
over time due to aging

• Current Actives Upon Eventual Retirement – Of the 5,697 current actives, this population represents the anticipated number of retirees over the 20 year projection period.
The number of retirees starts off small and grows over twenty years

• Future New Hires While Active-- Represents future employees not currently employed by the MBTA during the years in which they are active employees (not retirees).  The 
number of future new hires is based on the projected number of hires needed to replace normal terminations and retirements.  This population grows over time in a non-linear 
fashion based on the projected retirements over the next twenty years

• Future New Hires Upon Eventual Retirement – Represents the population of employees that will be hired and retire over the next 20 years.  This is a small population that
grows slowly over time (and is still small after 20 years)

The analysis provides one-year estimated savings and projected savings over a 20-year period.  Twenty year projections estimate the combined annual savings over twenty years 
compounded at the applicable rates of inflation (either medical/drug inflation or administrative cost inflation)

• Scenario 1:  Assumes the MBTA employees shift to the State programs (GIC and pension) and take advantage of the designs and purchasing economies of the State  

Further, we have modeled the potential savings associated with the MBTA’s adoption of the current State medical plan contributions for active employees (20%) and the 
proposed medical plan contribution strategy for active employees (15% / 20% / 25% of  annual pay) as released by the Governor’s office and outlined in the January 13th

edition of the Boston Globe 

• Scenario 2:  Assumes that MBTA employees remain in an independent authority but that the MBTA benefit programs are amended, prospectively, to be more in-line with the 
State programs  

High-level Business Case for Benefit Reforms
Case Overview  >  Approach and Methodology

Population Segments Considered

Cost Savings Estimates

Scenarios Considered
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• Fully-insured: The Plan Sponsor pays a premium to an insurance company and in return, the risk associated with medical claim and administrative costs is shifted to the insurer

• Self-insured: The Plan Sponsor (e.g. MBTA) assumes 100% of the risk associated with medical claim costs, with the exception of risks for catastrophic claims, for which the plan 
sponsor may purchase stop loss insurance.  Under a self-insured arrangement, the plan sponsor pays a health plan administrator an administrative fee for claim payment, customer 
service, disease management, and provider network access

• Stop Loss insurance: Also known as “reinsurance,” stop loss provides protection to self-insured plan sponsors by shifting the risk associated with payments for large claims (e.g. 
>$100k per claimant) to an insurance company in return for premium payments

• Administrative fees: Fees, typically based on the number of covered subscribers per month, paid to the health plan administrator, in return for services such as claim payment, 
customer service, disease management, and provider network access

• Disease management: Refers to the identification of plan participants with chronic medical conditions and the provision of services to said participants in an attempt to reduce the 
number or intensity of acute treatment episodes and ultimately the cost of care

• Provider networks: Refers to the physicians, hospitals and other providers of medical care that agree to accept a pre-negotiated level of reimbursement from a health plan.  These 
providers are referred to as “in-network” providers or “contracted” providers

• Pharmacy Benefit Manager (PBM): A third-party administrator that focuses solely on the administration of employer-sponsored prescription drug benefit plans. PBMs purchase 
prescription drugs from pharmaceutical manufacturers mail order fulfillment and negotiate with retail pharmacies for retail delivery of benefits

• Medical plan designs: Refers to covered benefit provisions, such as office visit copayments, deductibles, out-of-pocket maximums, coinsurance, etc.

• Employee contributions: Refers to the payroll contributions, taken on a pre-tax basis, for participation in the medical benefit plans

• Medical trend: Also referred to as “medical inflation,” this refers to the increasing cost of medical care due to changes in price of treatment, use, and intensity of care

• Grandfathering: Refers to continuing an existing benefit, program, policy or arrangement for a group of people, known as a “grandfathered group” while changes impact others not in 
this group

• Normal retirement eligibility:  Upon satisfaction of certain age and service requirements, a participant may receive full pension benefits

• Early retirement eligibility:  Prior to normal retirement eligibility, upon satisfaction of certain age and service requirements, a participant may receive a reduced benefit

• Actuarial liability:  The amount of money today that will be necessary to fund expected pension benefits in the future

• Unfunded liability:  The excess of actuarial liability over assets

• Retirement fund cash contribution:  Annual contributions to the Retirement fund are based on the unfunded liability; employees contribute 4% of pay (bargained rate) and the MBTA 
pays the remainder

High-level Business Case for Benefit Reforms
Case Overview  >  Healthcare and Pension Definition of Key Terms
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High-level Business Case for Benefit Reforms
Case Overview  >  Summary of Est. Savings for Prospective Plan Changes to MBTA Retirement Fund

MBTA Retirement Fund – Prospective Changes to Plan Design

Participate 
in State Plan

Eliminate 
“23 & Out” Provision

Add 
“55 & 10” Early 

Retirement Eligibility 

Increase 
MBTA Employee 

Contributions to State Level
Year 1 

Savings
20-Year 
Savings

Year 1 
Savings

20-Year 
Savings

20-Year 
Savings

20-Year 
Savings

$761M 
cost increase $329M

N/A

$176M

N/A

N/A

N/A

$203M 
cost increase

N/A

N/A

$608M

N/A

$109M

N/A

N/A

$439M

N/A

$119M

N/A

N/A

Year 1 
Savings

Year 1 
Savings

Current Active Employees (CA) $28M $31M $66M 
cost increase $19M

Current Retirees (CR) N/A N/A N/A N/A

Future Actives (actives) Zero Zero Zero Zero

Future Actives (upon eventual retirement) N/A N/A N/A N/A

Current Actives (upon eventual retirement) N/A N/A N/A N/A

Population Segments
(or Employee Type)

The table below summarizes the potential estimated Year 1 and 20-Year cost savings related to four possible prospective changes to the design of the MBTA 
Retirement Fund; detailed analysis regarding calculation estimates and assumptions follow in subsequent high-level business cases:  

In the following business cases, cost saving estimates related to the four possible plan design changes are assessed within two distinct scenarios:  

• MBTA employees shift to state programs
• State plan designs and purchasing 

economies of scale

Scenario 1

• MBTA employees remain in quasi-
independent authorities

• Current plans are amended (to be more 
in line with current state plans)

Scenario 2
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• Number of active participants remains level for all future years.
• 5% annual salary increases.
• 7.5% return on assets.
• New entrant profile:  Age 40, starting salary $40,000.
• Grandfathered population, for purposes of this analysis, includes all current actives 

who are at least age 40 or have 10 years of service as of 1/1/06

2006 Participants ~ 5,700 active; ~5,600 inactive 2006 MBTA employer contribution ~ $29M (9.47% of wages) Fund custodian:  State Street (since 2002)
2006 Actuarial Liability ~ $2.2B 2006 Assets ~ $1.9B

Summary Description  Below analysis applies to MBTA employees only; MTA employees assumed eligible for State Plan

High-level Business Cases for Benefit Reforms
MBTA Retirement Fund – Prospective Changes to Plan Design and Fund Administration

Estimated Savings (assumes future and NGF scenario)

Key Assumptions (Demographics & Assumptions based on 12/31/2005 Actuarial Valuation Report) Key Implementation Considerations 

• Enabling legislation is needed to facilitate consolidation.
• Collective bargaining may be required to modify retirement plan.
• Employee communication strategy is critical to a successful implementation.
• Grandfathering of certain participant segments should be considered.
• Consideration for phased-in implementation of proposed changes/modifications.  
• Overall Total Rewards strategy should be considered when making pension changes.

Cost Reduction Opportunity:  MBTA Retirement Fund – Prospective Changes to Plan Design and Fund Administration

Immediate Next Steps

• Conduct further analysis to quantify actual savings for participant segments being considered and develop detailed business case for change.
• Analyze plan experience and assumptions to validate true cost of plan liabilities (e.g. current mortality table assumption).
• Conduct detailed stakeholder analysis to assess feasibility;  Draft implementation workplan including detailed communication strategy.

Key Benchmarks
• FY07 Pension operating expenses equaled: 15% of Wages;

33% of total Fringe Benefit Costs; and 
13% of total Fare Revenue (per SORE).

Avg participant at age 56: MBTA STATE
Benefit $48K/yr $31K/yr
Annual Contribution (EE) $3,700 $9,600

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

• Potential reduction in pension expenses and annual MBTA cash contributions.
• Harmonization of benefit programs across agencies.
• Ease of employee communication and understanding.
• Potential positive impact on Agency credit rating.

Expected Benefits 

MBTA State

Benefit Formula: 2.46%  x  avg of final 3 yrs of pay  x  yrs of svc (1.5% to 2.5%)  x  avg of final 3 yrs of pay  x  yrs of svc (varies with age)
EE Contributions: 4% of pay 9% on first $30,000 of pay and 11% on the remainder
Retirement Elig.: unreduced upon attaining earlier of age 65 or 23 yrs of svc unreduced upon attaining age 65
Early Retirement: age 55 with 20 yrs of svc (w/benefit reduced 6% per yr pre-65) 20 yrs of svc or age 55; age 55 with 10 yrs of svc if hired after 1978

(1)
1 year cash savings:  $ 4M 20 year cash savings:  $ 192M

(2)
1 year cash savings:  $ 5M 20 year cash savings:  $ 180M

(3)
1 year cash increase :  $ 4M 20 year cash increase :  $ 257M

(4)
1 year cash savings:  $ 3M 20 year cash savings:  $ 236M

(5)

1 year cash savings:  $ 9M 20 year cash savings:  $ 240M 

Future and non-grandfathered (NGF) current actives participate in State Plan 

Eliminate “23 and out” provision for future and NGF current actives 

Implement “55&10” early ret eligibility for future and NGF current actives 

State contribution level for future and NGF current actives 

Fund management and administration:  competitive sourcing and services and/or 
inclusion in State Trust can result in savings. Assuming 5 BPTS in savings: 
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Key Assumptions

• Annual savings estimates are based on benchmarks and budgeted FY 2008 health 
care costs for the MBTA.

• 10% medical trend in the first year, declining by 1% per year for 4 years and remaining 
at 6% for the duration.

• If beginning trend is reduced by 1%, 20-year plan design savings reduce by 3.38%.
• If ultimate trend is reduced by 1%, 20-year plan design savings reduce by 6.22%.

Expected Benefits 

• Reduced administrative costs with minimal employee impact.
• Simplified communications and enrollment.
• Increased leverage & negotiating power with administrators.

The Group Insurance Commission (GIC) offers medical benefits to over 150,000 employees and retirees on a (largely) self-insured basis.  Programs are administered by the major 
health plans in Massachusetts (e.g. Tufts, Harvard Pilgrim, BCBSMA, Fallon, Neighborhood, Health New England) and Unicare (a subsidiary of WellPoint). The medical plan designs 
offered by the GIC are more aligned with industry norms than those offered by the MBTA, and thus are slightly less generous in value.  In addition, the GIC has more restrictive rules 
concerning waiting periods for benefit coverage.  Finally, due to its size and corresponding purchasing power, the GIC is able to purchase medical plan administrative services at a 
much deeper discount than is available to the MBTA.  By making MBTA employees into GIC employees, the MBTA stands to reduce medical costs significantly.

Summary Description 

High-level Business Cases for Benefit Reforms
Scenario 1  >  Shift MBTA Employees into State Plans and Eligibility Provisions 

Estimated Savings (Active Employees Only)

Program changes:
• Reduction in medical plan cost of 3%-5% (actives/pre-65), and 1%-3% (post-65 

plans); 
• Changing from benefit eligibility on date of hire to what is effectively 2.5 months on 

average under the GIC rules; and
• Administrative fee reduction of $8 to $12 per employee per month (for MBTA).
Estimated Savings: 
Current  Actives Only (while active and upon eventual retirement)

1 year savings:  $2.9M - $4.6M 20 Year Savings:  $82M - $148M

Future Actives Only (while active and upon eventual retirement)
1 Year Savings:  None 20 Year Savings:  $80.2M - $115.4M

Note: Estimates do not reflect the proposed changes to employee contributions.

Key Implementation Considerations 

Key Benchmarks

Cost Reduction Opportunity:  Scenario 1 -- Shift MBTA Employees into State Plans and Eligibility Provisions

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Draft implementation strategy and timeline.
• Collect additional information where needed (e.g. prescription drug claims and financial arrangements, detail of medical administrative fees) to support assumptions.
• Conduct detailed stakeholder analysis to assess feasibility and develop communication strategy.

• MBTA administrative fees avg. $58 per active EE per mo. (retiree data not avail).
• GIC administrative fees range from $30 to $45 per employee per month, with the 

most prevalent plans at the higher end of this range.
• MBTA offers coverage for FT employees beginning on the first day of employment.
• GIC members are eligible on 1st day of the month following 60 days of employment.

• The elimination of plan administrators will require collective bargaining, employee 
communications, and change management strategies.

• Enabling legislative may be required to implement changes.
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Key Assumptions

• MBTA salaries not available at time of study.  Estimated the value of contributions 
under the proposed salary-related methodology assumed the following: 18% of 
population earns <$35k, 26% earns $35k-$50k, and 56% earns $50k or more

• 10% medical trend in the first year, declining by 1% per year for 4 years and remaining 
at 6% for the duration

• If beginning trend is reduced by 1%, 20-year contribution savings reduce by 3.38%.
• If ultimate trend is reduced by 1%, 20-year contribution savings reduce by 6.22%
• MBTA employees adopt current contribution (20%) regardless of tenure – i.e., treated 

as new hires

Expected Benefits 

• Reduced cost for the MBTA through cost-shifting to employees and retirees

State employees enrolled in medical insurance contribute 20% if hired after July 2003, and retirees contribute 10-15% based on date of retirement.  In addition, nearly all retirees 
elect to pay for Critical illness Coverage (“CIC”), which provides access to enhanced medical benefits, bringing the actual retiree medical contribution levels to 14%-17% (as reported 
by the GIC).  By comparison, employees of the MBTA contribute 15% for medical coverage as active employees and retirees have no contribution at all.

Summary Description 

High-level Business Cases for Benefit Reforms
Scenario 1  > Adopt Current or Proposed State Employee Contribution Levels

Estimated Savings (Active Employees Only)

Estimated Savings – Current State Contributions: 
Current  Actives Only (while active and upon eventual retirement)

1 year savings:  $2.0M - $4.0M 20 Year Savings:  $70M - $130M

Future Actives Only (while active and upon eventual retirement)
1 Year Savings:  None 20 Year Savings:  $41M - $83M

Estimated Savings – Proposed State Contributions (15 / 20 / 25% and 14-17%): 
Current  Actives Only (while active and upon eventual retirement)

1 year savings:  $2.4M - $5.6M 20 Year Savings:  $140M - $250M
Future Actives Only (while active and upon eventual retirement)

1 Year Savings:  None 20 Year Savings:  $55M - $118M

Key Implementation Considerations 

Key Benchmarks

Cost Reduction Opportunity:  Scenario 1 -- MBTA Employees Adopt Current or Future Contribution Levels for Actives; 14%-17% for Retirees

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Draft implementation strategy and timeline.
• Collect additional information where needed (e.g. prescription drug claims and financial arrangements, detail of medical administrative fees) to support assumptions.
• Conduct detailed stakeholder analysis to assess feasibility and develop communication strategy.

• Enabling legislation is needed to facilitate consolidation.
• Collective bargaining may be required.
• Employee communication strategy is critical to a successful implementation.
• Grandfathering of certain participant segments should be considered.
• Consideration for phased-in implementation of proposed changes/modifications.  

• MBTA union employees pay 15% of medical costs while state employees pay 20% on 
average (if hired after July 2003)

• MBTA retirees do not contribute toward the cost of coverage (i.e., 100% paid for)
• Average active employee HMO contribution benchmark data (Kaiser survey 2007):

– Transportation Industry: 12% (Individual), 19% (Family)
– Large Employers: 17% (Individual), 24% (Family)
– Unions (various plan designs): 15% (Individual), 21% (Family)
– Northeast Employers: 18% (Individual), 24% (Family)
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Key Assumptions

• Annual savings estimates are based on benchmarks and budgeted FY 2008 health 
care costs for the MBTA.

• 10% prescription trend in the first year, declining by 1% per year for 4 years and 
remaining at 6% for the duration.

• If beginning trend is reduced by 1%, 20-year prescription savings reduce by 3.38%.
• If ultimate trend is reduced by 1%, 20-year prescription savings reduce by 6.22%.

Expected Benefits 

• Reduced administrative costs with minimal employee impact.
• Simplified communications and enrollment.
• Increased leverage & negotiating power with administrators.
• Increased control and flexibility over prescription plan design, pricing and formulary.
• Consolidated and efficient Rx reporting and management abilities.
• Administration and budgeting efficiencies gained through alignment of PY and FY.

The MBTA offers choices of self-insured medical plans through BlueCross BlueShield, Tufts, and Harvard Pilgrim.  There is a high degree of overlap between the physician and 
hospital networks associated with these administrators.  As such, the MBTA could eliminate one or more administrators with minimal employee impact, and in so doing, gain 
negotiating leverage with the remaining carriers.  In addition, the administrators currently manage both medical and prescription drug claims.  The MBTA could obtain a superior 
financial arrangement by consolidating prescription drug administration under a Pharmacy Benefit Manager (without impact to access or plan design). 

Summary Description 

High-level Business Cases for Benefit Reforms
Scenario 2  > Consolidate Health Care Plans and Administrators; Carve-Out Pharmacy Mgmt

Estimated Savings (Active Employees Only)

• Consolidation of carriers from three to two (or one) and renegotiation of 
administrative fees (via a competitive marketing process) and including an analysis 
of provider access and discounts (without impact to plan design) should result in 
savings of $3 to $5 per employee per month.
Estimated Savings:
Current  Actives Only (while active and upon eventual retirement)

1 year savings:  $0.2.M - $0.3M 20 Year Savings:  $4M - $7M

• Carve-out of prescription drug administration to a third-party Pharmacy Benefit 
Manager (PBM) could reduce prescription spend by 3% - 8% per year.

Estimated Savings:
Current  Actives Only (while active and upon eventual retirement)
1 year savings:  $0.3M - $0.8M 20 Year Savings:  $20M - $40M

Key Implementation Considerations 

Key Benchmarks

Cost Reduction Opportunity:  Scenario 2 -- Consolidate the Number of Health Care Plans and Administrators; Carve-Out Pharmacy Management

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Draft implementation strategy and timeline.
• Collect additional information where needed (e.g. prescription drug claims and financial arrangements, detail of medical administrative fees) to support assumptions.
• Conduct detailed stakeholder analysis to assess feasibility and develop communication strategy.

• ’08 Health care spend (for actives and retirees) MBTA = $132M
• Network overlap between BCBS, Tufts and HP estimated at 85%-90%. 
• Administrative fees: MBTA avg. ~ $58 per active EE per mo. (retiree data not avail).
• Carving-out prescription drug administration has become a “leading practice” (Mercer 

survey ’05).

• The elimination of plan administrators will require collective bargaining, employee 
communications, and change management strategies.

• Confirm if carving out Rx benefits to a PBM requires collective bargaining.
• Enabling legislative may be required to implement changes.



- 38 -DRAFT FOR DISCUSSION PURPOSES ONLY

Key Assumptions

• Assumes active MBTA employees contribute 15% on average, while State employees 
contribute 20% if hired after July 2003

• 5% incremental increase to medical plan contributions for all T employees regardless 
of tenure

• 10% medical trend in the first year, declining by 1% per year for 4 years and remaining 
at 6% for the duration

• If beginning trend is reduced by 1%, 20-year contribution savings reduce by 3.38%
• If ultimate trend is reduced by 1%, 20-year contribution savings reduce by 6.22%

Expected Benefits 

• Significant reduction in health care spend for the MBTA (net of EE contributions).
• Increase parity of benefit offerings across State employees and transit agencies.

MBTA employees contribute significantly less for health care coverage than the general market and less (on average) than State employees hired after July 2003.  Introducing a 
new contribution strategy for MBTA employees will significantly reduce the MBTA’s health care benefit spend.  Contributions for coverage can take a variety of forms, some more 
progressive than others, and increases can be implemented in such a way as to lessen the impact on specific employee segments (e.g., low income earners).  

Summary Description 

High-level Business Cases for Benefit Reforms
Scenario 2  >  Increase Employee Contributions for Medical Coverage

Estimated Savings (Active Employees Only)

• Every 1% increase in employee contribution requirements will shift 1% of medical 
spend from the MBTA to its employees ($0.8M/yr for active employees).  We estimate 
up to a 5% gap between MBTA and state employees.  There are also discussions of 
increasing contributions for state employees even further.  Employee contribution 
approaches may include:

– Salary banded contributions (progressive approach)
– Core / Buy-up contributions (benchmarked to low cost plans)
– Based on coverage tier (e.g. Individual, 2-Person, family) or # of dependents
– By class of employee (hourly vs. management) and / or length of service
– Flat contributions across coverage tiers or higher family contributions

Estimated Savings
Current Actives Only (while active and upon eventual retirement)
1 Year Savings:  $2.0 - $4.0M 20 Year Savings:  $70 - $130M

Future Actives Only (while active and upon eventual retirement)
1 Year Savings:  Not applicable 20 Year Savings:  $41 - $83M

Key Implementation Considerations 

• Changes will require collective bargaining, employee communications, and change 
management strategies

• Certain contribution strategies may lessen the impact on low earners (and could 
even decrease contribution requirements for the lowest earners)

• In recent history, enabling legislation has been superseded by collective bargaining 
agreements

Key Benchmarks

Cost Reduction Opportunity:  Scenario 2 -- Increase Employee Contributions for Medical Coverage

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Draft implementation strategy and timeline.
• Conduct detailed stakeholder analysis in order to develop detailed communications plan targeting key stakeholders, including: unions, legislative leaders, rating agencies, non-

organized employees.
• Begin organizing stakeholder groups who will own and ultimately champion the contribution changes.

• MBTA union employees pay 15% of medical costs while state employees pay 20% on 
average (if hired after July 2003)

• MBTA retirees do not contribute toward the cost of coverage (i.e., 100% paid for)
• Average active employee HMO contribution benchmark data (Kaiser survey 2007):

– Transportation Industry: 12% (Individual), 19% (Family)
– Large Employers: 17% (Individual), 24% (Family)
– Unions (various plan designs): 15% (Individual), 21% (Family)
– Northeast Employers: 18% (Individual), 24% (Family)
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Key Assumptions

• General eligibility rules for MBTA provided but details were not available at the time of 
this report (need additional information on termination rules, etc.).

• Full-time MBTA employees are eligible for benefits on the first day of employment.
• Trend sensitivity assumptions apply.

Expected Benefits 

• Significant decrease in annual cost from timely termination of benefits for ineligible 
employees and reduction of total membership for non-eligible dependents.

The State, MBTA, MassPike, and other transportation entities operate as separate entities with their own eligibility criteria and waiting periods for benefits.  Rationalizing and 
harmonizing active eligibility rules across organizations would reduce benefit spend and administrative expenses associated with enforcing these plan provisions.  This review may 
include changes to active eligibility, waiting periods, coverage termination dates, spousal eligibility requirements, and conducting a dependent eligibility audit.

Summary Description 

High-level Business Cases for Benefit Reforms
Scenario 2  >  Harmonize Eligibility Rules, Waiting Periods & Conduct a Dependent Eligibility Audit

Estimated Savings (Active Employees Only)

(1) Implementing a waiting period for future actives could reduce costs 
significantly [# new hires annually (x) benefits participation rate (x) (n) month 
waiting period (x) monthly benefit cost net of employee contributions]. 

(2) Studies indicate that up to 10% of large employers’ covered dependent 
members may be ineligible for coverage. 

(3) Many employers are beginning to require spouses to enroll in coverage 
under their own employer plan if in fact coverage is available. Significant 
cost reductions can be realized if this eligibility change is implemented. 

Estimated Savings

Key Implementation Considerations 

• Amended eligibility criteria/waiting periods can be phased in (e.g. for future actives).
• Potential negative employee reaction due to shift in dependent enrollment to spousal 

employer-sponsored plans.
• Certain changes may require collective bargaining; others may not.
• Enabling legislation may be required to facilitate implementation.

Key Benchmarks

Cost Reduction Opportunity:  Scenario 2 -- Harmonize Benefit Eligibility Rules, Waiting Periods for Benefits, and Conduct a Dependent Eligibility Audit

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Draft implementation strategy and timeline.
• Conduct detailed stakeholder analysis in order to develop detailed communications plan targeting key stakeholders, including: unions, legislative leaders, rating agencies, non-

organized employees.
• Begin organizing stakeholder groups who will own and ultimately champion the eligibility rule changes.

• MBTA offers coverage for FT employees beginning on the first day of employment.
• State employees are eligible for medical coverage effective on the first day of the 

month following 60 days of employment.
• Average new hire waiting period benchmark data (Kaiser survey 2007):

- Northeast: 2.3 months
- Transportation: 1.9 months
- State/Local Government: 2.0 months
- Large Firms: 2.0 months

• Failure to terminate coverage on a timely basis and coverage of non-eligible 
dependents can account for up to 10% of dependent enrollment.

Current Actives 1 Year 20 Years

Waiting Period N/A N/A

Dependent Audit $0.4M-$1.2M $2.0M - $7.0M

Spousal Coverage Rules $0.8M-$4.0M $20M-$90M
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Key Assumptions

• Agencies experience significant redundancies in WC claims and safety management 
administration.

• Many of the workplace hazard exposures are common across agencies.
• Many of the collective bargaining units are common across agencies.
• A consolidated program will allow for migration of now siloed leading practices into 

standard management protocols.

Expected Benefits 

• Consistent application of leading practices for claims management across agencies.
• Leverage of inter-agency safety resources.
• Reduced administrative headcount to optimize workflow and caseloads.
• Improved WC claims outcomes and attendant reduced losses.
• Improved reporting of results through integrated data capture and reporting
• Reduced fraud through advanced analytics.

Shared services for WC and Employee Safety administration will consolidate currently decentralized operations into a leading-practice model for managing WC claims and for 
continuous improvement in safety management.  Taking advantage of similar workplace hazard exposures and claim and claimant characteristics across agencies will drive 
improved outcomes in financial performance related to loss control and claim mitigation.  Use of advanced analytics could aid in resource assignment as well as improved hard and 
soft fraud identification.

Summary Description 

High-level Business Cases for Benefit Reforms
Shared Services for Workers’ Compensation Claims and Employee Safety Administration

Estimated Savings

• 10 - 15% of combined agency expenditures WC Claims and Safety Management 
administration.  Potential Savings ~ $1.2M - $1.8M annually. ($35M-$53M over 20 
years)

• 2 - 3% savings for hard and soft fraud detection.  Potential Savings ~ $240K -
$360K annually. ($7.1M-10.7M over 20 years)

Key Implementation Considerations 

• Enabling legislation may be needed to facilitate consolidation.
• Collective bargaining may be required to integrate policies and procedures for WC 

claims and safety management.
• A standard IT platform and single rules-based claims administration system will 

facilitate consistent reporting and outcome measurement.

Key Benchmarks

• Claim caseloads of WC examiners.
• Supervisor to claim examiner ratios.
• Overall cost of administration as a percentage of total loss costs.
• Managed care savings in: medical bill review, case management and utilization review.
• Litigated claims as a percentage of total claims.
• Comparison of actual disability durations to available benchmarks by medical     

condition.
• Assignment of SIU resources, percent of cases.
• Closure rates of simple claims.
• Early identification of complex claims.

Cost Reduction Opportunity:  Shared Services for Workers’ Compensation (WC) Claims and Employee Safety Administration Across Agencies

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct further analysis to quantify actual savings and develop detailed business case for change.
• Conduct IT / technology assessment of current claims and safety management software, processes, and users in place
• Conduct detailed stakeholder analysis in order to develop detailed communications plan targeting key stakeholders
• Begin organizing stakeholder groups who will own and ultimately champion the redesigns of the shared service model
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High-level Business Case for Shared Services
Case Overview  >  Introduction 

Shared services can take many different forms; agreement on the appropriate form is needed to understand, focus on, and achieve the cost savings estimated in 
the high-level business cases
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Shared services differs from typical centralization and decentralization by focusing more on service delivery versus control and structure of the staff related to the 
services; organizations can achieve a range of benefits from shared services projects
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High-level Business Case for Shared Services
Case Overview  >  Introduction (cont’d.)

Shared services provides a common reform delivery structure.  Shared services is a customer-focused organization that provides support primarily to internal customers 
and eliminates redundant processes, systems, and organizations

Shared services enables: 
• Standardized processes 

and systems

• Increased levels of automation

• Increased productivity

• Reduced back office and 
infrastructure costs

• Improved controls

• Improved service levels

• Efficient integration of newly 
acquired business units

• Effective tax structure

• Optimal blend of insourced and 
outsourced processes

Shifting to Shared Services

Division A Division B Division C

Core Processes Core Processes Core Processes

Finance

Human Resources

Information Technology

Administration

Indirect Procurement

Shared Services Organization

Division A Division B Division C

Indirect Procurement Indirect Procurement Indirect Procurement

Administration Administration Administration

Information Technology Information Technology Information Technology

Human Resources Human Resources Human Resources

Finance Finance Finance

Core Processes Core Processes Core Processes

Support Processes
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High-level Business Case for Shared Services
Case Overview  >  Definition of Key Terms

• Fully Loaded FTE Cost: Fully Loaded FTE Cost is estimated at double the current FTE salary; this is considered to estimate the cost of fringe (i.e. benefits, pensions, bonus) as well 
as the cost of attracting and retaining a FTE

• Finance Operating Cost:  Finance Operating Cost is estimated as the fully loaded cost of all FTE performing finance functions which fall within the following departments: Accounting 
(Account Payable, Account Receivable, Fixed Assets, General Accounting, G/L Accounting, Inter-company Accounting, Tax Compliance); Risk (Risk Management and Control, Risk 
Management, Internal Audit); Tax (Tax Planning, Tax Planning and Management, Internal Audit); Treasury (Treasury Management and Trust Accounting, Cash and Banking 
Operations, Insurance Risk Management, Cash Management); and FP&A (Cost Accounting, Financial Analysis and Management Reporting, Budget, Planning, Budgeting and 
Forecasting)

• HR Operating Cost:  HR Operating Cost is estimated as the fully loaded cost of all FTEs performing HR functions; payroll is considered within HR 

• Procurement Spend:  Procurement spend is estimated spend by procurement on all goods and services

• Value Drivers:  Important factors influencing a function’s efficiency and/or value
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• Inability to communicate across entities:  transportation entities across the Commonwealth currently use different communications and IT 
systems and processes to perform daily administrative (and sometimes operational) functions that are quite similar

• Incomplete data: with the use of different systems and processes across organizations, data is difficult to compare and not readily available. 
This situation creates an overall transportation system that is difficult to track, monitor, and hold accountable to goals

High-level Business Cases for Shared Services
Case Overview

Situation

Complication

Options to 
Improve

• Administrative services somewhat fragmented and duplicative across the transportation portfolio with significant opportunities to consolidate, 
rationalize, streamline and automate business processes across an enterprise:  Finance, Human Resources, Procurement, and IT, which are 
currently operating at various levels of efficiency and effectiveness

• MHD, MAC, RMV and EOT have started down the path of shared services, but it is likely that full benefits have not been fully realized (e.g., 
customer service focus; measured, performance-driven culture, etc.)

• 7.5% of all transportation employees work within these administrative functions (transportation employees refers to employees in EOTPW, 
MassPike, MBTA, and Massport)

• Develop shared services to realize 5-10% cost savings within each function; 
• By taking advantage of technology and best practices, significantly greater savings may be realized over the long term
• Conduct process level efficiency assessment in order to determine leading practices within the organizations

Conclusion:  shared services – executed fully, including business 
process redesigns – could result in improved internal customer 
service, reduced process duplication, and administrative cost 
savings from overall improved business process efficiencies and 
some personnel reductions

$6M – 13M $179M – 359M

Annual Savings 20YR Savings
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Key Assumptions

• Procurement operations can be standardized and optimized through classic business 
process re-engineering methods and subsequent technology enablement

• Procurement process specifications and needs are similar across transportation 
entities

Expected Benefits 

• Reduced pricing achieved through economies of scale and specialization
• Improved efficiency and related savings (e.g., higher discounts) achieved through 

stronger coordination and planning, as well as standardized specifications of goods 
and services

• Reduced prices achieved over time through improved (i.e., higher) utilization of the 
Commonwealth’s master service agreements  - (e.g., for IT, office supplies, 
salt/sand, equipment, vehicles, and other commodities)

• Reduced prices achieved through optimized contract management (as well as cost 
savings related to procedural efficiencies achieved when vendors are consistently 
paid in a timely fashion)

Shared procurement services would be established through a Shared Services approach. This would allow all the shared services procurement function to specialize in 
transportation-related procurement needs and would leverage the cross-department services of the Commonwealth’s OSD for more common, non-transportation specific goods.  

Summary Description 

High-level Business Cases for Shared Services 
Procurement

Estimated Financial Savings (detailed calculations located in Appendix)

• Estimated Annual Savings: $1M – 2M
• Estimated 20-year Savings: $28M – 55M

Key Implementation Considerations 

• New procurement business processes should be redesigned by key business 
owners and in such a way that incorporates leading practices from each 
transportation entity

• Technology enablement should be a key focus once processes are redesigned and 
the SSO design complete, and technology should be selected through a rigorous 
formal selection process with vendors (i.e., criteria driven, scorecard usage, etc.)

Gap Analysis

Utilizing the Deloitte Consulting Procurement Capability Maturity Model (CMM) contained 
in the Appendix, the current state of procurement operations was assessed at a high-
level resulting in the following performance “gaps” between current state of procurement 
and Massachusetts’ future desired state of procurement operations 

Cost Reduction Opportunity:  Create and extend shared procurement services across all transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Obtain missing data in order to accurately measure against FTE benchmark to gain further directional numbers
• Conduct assessment of current procurement management software, processes, and users in place
• Begin organizing user groups / stakeholder groups who will own and ultimately champion the redesigns of the “new way” of doing things
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Key Assumptions

• Strong consolidation candidates:  core infrastructure, data centers / server “farms”; 
servers with redundant functionality and similar workloads; intensive systems 
management functions; hardware that will reduce communication charges; mature 
software applications with stable functionality and usage patterns; and databases

• Not in scope for consolidation: new applications with unproven business value; 
systems where consolidation costs may be too high compared to benefits achieved; 
systems with network restrictions for high-volume dedicated users; applications 
undergoing frequent change

Expected Benefits 

• Improved economies of scale resulting in lower hardware/software prices 
• Cost reductions (staffing, hardware, licenses, facility space), coupled with increased 

utilization of IT assets and lower storage requirements
• Elimination of “stove-piped” spending
• Streamlined and rationalized purchases of same / similar software and hardware (better 

prices on goods / services)
• Lower processing costs, customer service costs (through self-service), and reduced 

travel and training expenses

Optimized IT spending through consolidation of web servers, data centers, mainframes, helpdesks, IT spending, web portals, telecommunications, sharing of enterprise applications, 
data centers, and disaster recovery protocols. Saving may also be seen through reduced consulting costs as well as improved processes.

Summary Description 

High-level Business Cases for Shared Services 
IT Consolidation

Estimated Financial Savings (detailed calculations located in Appendix)

• Estimated Annual Savings: $2M – 4M
• Estimated 20-year Savings:  $56M – 112M

Key Implementation Considerations 

• Across-the-board spending cuts provide little guidance about how or what IT services 
should be provided in the first place; in contrast, “right-sizing” projects seeks to produce 
an IT infrastructure more closely aligned with the principal goals, business processes, 
and IT governance for Massachusetts transportation.

• Whereas across-the-board cuts often cause degradations in IT services, right-sizing tries 
to avoid this by instead focusing on managing IT assets more efficiently, allowing 
agencies to target cost reductions in operational areas while continuing to invest in new 
and strategic areas.

Gap Analysis  

Utilizing the Deloitte Consulting IT Capability Maturity Model (CMM) contained in the 
Appendix, the current state of IT operations was assessed at a high-level resulting in 
the following performance “gaps” between current state of IT services and 
Massachusetts’ future desired state of IT operations 

Cost Reduction Opportunity:  Consolidate and/or share information technology support functions and applications across all transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Get a clearer picture on IT assets across the Commonwealth’s transportation “business” – i.e., what assets are being used, what assets are languishing by the side?  
• Organize and align IT assets into “buckets”:  specialized services, shared services, and common services  
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Key Assumptions

• Human resources processes can be standardized to meet the needs of all 
transportation entities, freeing up time and resources for individualized and responsive 
attention to employees 

• Payroll is considered a function within Human Resources

Expected Benefits 

• Consistent and reliable staffing will lead to improved coordination and planning
• Frequency of error will decline with standardized payroll systems and costs will be 

reduced
• Administrative policy will be aligned with high level strategy and operations

Shared human resources services could be established along two options:  (1) a Shared Services Organization (SSO) residing organizationally within the new single transportation 
entity, for administrative processes and (2) a Center of Excellence (COE) residing within the Human Resources Division (HRD) of Administration and Finance (ANF) for setting policy 
and strategy. Areas of opportunity to be explored would include payroll processing, employee benefits administration, training, recruiting, safety and risk management.  Formal 
service level agreements, inter-agency agreements, and similar will help support the strong customer service focus needed. 

Summary Description 

High-level Business Cases for Shared Services 
Human Resources (HR)

Estimated Financial Savings (detailed calculations located in Appendix)

• Estimated Annual Savings: $1M – 2M
• Estimated 20-year Savings: $30M – 61M

Key Implementation Considerations 

• Three different technology platforms currently in use may require compatibility 
assessment (e.g., may require data migration if central platform is chosen; may 
require technical interfaces if all 3 remain)

• Some human resources functions (i.e. policy and strategy) may be too specialized to 
centralize

Gap Analysis  

Utilizing the Deloitte Consulting HR Capability Maturity Model (CMM) contained in the 
Appendix, the current state of HR operations was assessed at a high-level resulting in the 
following performance “gaps” between current state of HR services and Massachusetts’
future desired state of HR operations 

Cost Reduction Opportunity:  Create and extend shared human resources services across all transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Refine data in order to complete directional high level business case
• Conduct stakeholder interview to identify other hidden obstacle and barriers
• Develop detailed business cases that examine process level efficiencies
• Determine overlap in current organizational entities where HR FTE are supporting operations within different entities
• Conduct IT / technology assessment of current human resources software, processes, and users in place
• Conduct thorough stakeholder analysis in order to develop detailed communications plan targeting key stakeholders and users
• Begin organizing user groups / stakeholder groups who will own and ultimately champion the redesigns of the “new way” of doing things

0
1
2
3
4
5

Strategy &
Execution

Organization Processes Infrastructure Information Governance

Value Drivers
(i.e., important factors influencing a 
function's efficiency and/or value) 

M
at

ur
ity

 S
co

re
 

(1
-4

) Current State

Future Vision



- 48 -DRAFT FOR DISCUSSION PURPOSES ONLY

High-level Business Cases for Shared Services 
Finance

Key Assumptions

• Department is currently operating at full capacity given the current processes and 
technology.

• Majority of savings will be realized through quasi-independent authorities

Expected Benefits 

• Consistent and reliable forecasting will lead to improved coordination and planning
• Improved and formalized processes and standards will lead to higher efficiencies
• Frequency of error declines with standardized payroll systems and reduce costs
• Administrative policy will be aligned with high level strategy and operations
• Optimized contracting could increase time to pay resulting in cost benefits

Shared financial services could be established along two options:  (1) a Shared Services Organization (SSO) residing within the new transportation entity for administrative functions 
or (2) a Center of Excellence (COE) residing organizationally within the Executive Office of Transportation (EOT) for administering Federal Grants and Trust. Areas of common 
opportunity to first be examined would be Accounts Payable, Fixed Assets, and General Accounting.  Formal service level agreements, inter-agency agreements  will help support 
the strong customer service focus needed.

Summary Description 

Estimated Financial Savings (detailed calculations located in Appendix)

• Estimated Annual Savings: $2M - 5M
• Estimated 20-year Savings: $65M – 130M

Key Implementation Considerations 

• Three different technology platforms currently in use may require compatibility 
assessment (e.g., may require data migration if central platform is chosen; may 
require technical interfaces if all 3 remain)

Gap Analysis  

Utilizing the Deloitte Consulting Finance Capability Maturity Model (CMM) contained in the 
Appendix, the current state of finance operations was assessed at a high-level resulting in 
the following performance “gaps” between current state of finance services and 
Massachusetts’ future desired state of finance operations 

Cost Reduction Opportunity:  Create and extend shared financial services across all transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Determine comparability of finance structure to corporate benchmarks
• Develop detailed business cases to examine process level efficiencies or inefficiencies within the finance departments
• Determine current finance function commonalities between entities as well as areas where resources are supporting entities outside of their own
• Validate current calculations and determine forgotten or hidden costs impacting the finance operations
• Conduct IT / technology assessment of current financial management software, processes in place. Evaluate potential of optimizing systems by either combining systems or 

implementing new centralized system
• Conduct thorough stakeholder analysis in order to develop detailed communications plan targeting key stakeholders, and users
• Begin organizing user groups / stakeholder groups who will own and ultimately champion the redesigns of the “new way” of doing things
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Strategic Sourcing
Case Overview

Situation

Complications

Options to 
Improve

• Top spend:  construction services, energy/utilities, and equipment-related costs are the top areas of procurement 
spend across the Commonwealth’s transportation portfolio

• Fragmentation:  standards, thresholds, and processes vary materially across all entities resulting in unnecessary 
duplication and higher than necessary associated costs (e.g., different bidding procedures, thresholds, pre-
qualification criteria, etc.)

• Inability to forecast:  lack of a procurement plan materially limits forecasting abilities related to budgeting activities, 
inventory management, and construction project planning across the transportation portfolio

• Running out of funds to pay for necessary operations-related procurements
• Delayed payments to contractors causing construction project overruns and sometimes project shutdowns

• Conduct a detailed spend analysis to identify other largest areas of capital and operating spend, followed by a 
prioritization process (e.g., ‘quick wins’) 

• Consider redesign of bid process from lowest-bid approach to best value approach
• Conduct a ‘fact-finding’ mission on demand requirements and suppliers
• Long-list suppliers through a RFI, followed by short-listing through a RFP
• Re-negotiate contracts/prepare and execute new contracts, where needed
• Define performance measures and develop vendor-ratings

Conclusion:  the improvement options levers taken together and applied in four 
spend categories of construction services, office supplies, major equipment, and 
utilities could result in substantial cost savings particularly in construction services

$59M – 116M $2B – 3B

Annual Savings 20YR Savings
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Strategic Sourcing
High-level Business Case

Key Assumptions

• Savings were calculated based on cross-industry benchmarks that have been revised, where 
appropriate, to accommodate characteristics of the transportation industry

• Savings estimates are not all inclusive, presenting only some areas with strong potential for savings
• Entities could procure and manage some resources collaboratively
• The majority of construction services spend is for procured services
• Construction services cost savings could be realized by adopting a design/build procurement 

strategy or correctly sizing projects during the planning phase to achieve a proper fit

Expected Benefits 

• Developing a long-term strategic sourcing plan will enable entities to increase 
efficiency of utilization of goods and services 

• Optimized contracting could reduce prices and allow for increased payment windows 
• Standardized specifications and Inventory management will lead to improved 

coordination and planning
• Strategic sourcing will allow for utilization of more of the Commonwealth’s master 

service agreements (IT, office supplies, salt/sand, equipment, vehicles, other 
commodities)

• Potential economies of scale could reduce costs

Widespread adoption of strategic sourcing will allow transportation entities to achieve greater cost efficiency in procuring goods and services; activities such as value analysis, tighter 
negotiations, bundling construction projects, close contract administration, inventory management, and the establishment of consistent, standardized specifications are tools for 
implementing strategic sourcing.

Summary Description 

Estimated Financial Savings (detailed calculations located in Appendix)

Key Implementation Considerations 

• Additional oversight and coordination needed for strategic sourcing will increase effort level
• The potential for significant benefit reduces the risk of failure associated with strategic sourcing
• Strategic sourcing efforts could be linked to the Procurement – Shared Services and Roads & 

Bridges Integration business cases
• Other spend areas could also yield savings through strategic sourcing

Current State

Cost Reduction Opportunity:  Design and implement strategic sourcing plan, standards, and redesigned business processes for transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Conduct analysis of spending patterns and buying needs to determine goods and services most appropriate for strategic sourcing
• Develop capability to analyze market factors (i.e. vendors, trends, etc.) affecting chosen goods and services
• Determine current regulation and budgeting constraints on joint procurement and management of major assets
• Conduct detailed analysis of contract bidding process, including project overruns and change orders
• Conduct assessment of current procurement management software, processes, and users in place
• Conduct thorough stakeholder analysis in order to develop detailed communications plan targeting key stakeholders and users

In FY07, Massachusetts transportation entities spent approximately $1B procuring 
goods and services; overall transportation entities spent 25% on construction services, 
4% on major equipment, and 1% on utilities.  More specifically:

• MHD spent 35% of its FY07 budget on construction services
• MBTA spent 15% of its FY07 budget on major equipment
• Massport spent 7% of its FY07 budget on utilities

• Estimated Annual Savings: $59M and $116M 
• Estimated 2-year Savings:  $2B – 3B  

More specifically, entities could save in the following four areas:

A special note on construction:  in construction services, long-term planning can yield significant 
savings.  For example, a recent audit revealed a 7-year increase in cost overruns on Minnesota 
transportation projects, with a significant amount of that increase being attributable to inaccurate 
or inadequate project planning.

Areas Cost Reduction Levers Annual Est. Savings

Construction
Bundle construction contracts
Move to value-based bidding (versus lowest bid)

$48M – 96M

Major Equipment
Standardize specifications 
Pool demand for equipment

$7M – 14M

Utilities
Increase bulk purchasing
Apply for / request conservation discounts

$4M – 6M

Office Supplies[1]
Negotiate better rates with suppliers
Increase bulk purchasing

$.085M – 1.5M
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Strategic Sourcing
Some Specific Examples

Reverse Auctioning & 
E-Procurement Design-Build Bidding Process Improved Contract Management

The Commonwealth of Pennsylvania
is saving $7.5 million per year through 
change control monitoring on capital 
facility projects 

A 2007 audit found that inadequate 
contract management has resulted in 
$140 million in cost overruns on 
Minnesota Department of 
Transportation construction projects 
over the last seven years

Strong contract management efforts can 
decrease the cost of projects by limiting 
duration, decreasing the number of 
change orders, and enhancing the level of 
control over vendors

Specifically, a change control monitoring 
and managing effort can focus on 
reducing cost overruns and increasing 
vendor accountability

A Federal Highway Administration 
(FHWA) Study found that nationwide, a 
design-build approach reduced project 
duration by 14% and overall project 
costs by 3%, when compared to the 
design-bid-build approach

- The study also found that a 
design-build approach produced 
improved designs that require 
fewer fixes during the construction 
phases

Using e-procurement, the Los Angeles 
County Metropolitan Transit Agency 
(LA Metro) realized $10.6M in cost-
savings on procured goods, services, 
and construction; reduced procurement 
cycle time, and decreased procurement 
errors

In Massachusetts, the Operational 
Services Division (OSD) has used 
reverse auctioning to procure certain 
goods, reducing prices by up to 27%

Reverse auctioning allows entities to post 
requests for quotes (RFQs) for goods and 
services; pre-selected vendors bid 
competitively on these requests; this 
process increases market transparency 
for both vendors and buyers

Government agencies can also use 
e-procurement systems to track market 
trends and administer contracts, reducing 
contract processing time

Design-build project delivery combines 
the design and construction phases of a 
project into one contract, usually awarded 
on either a low bid or best-value basis

The design-build project approach 
contrasts with the more traditional design-
bid-build (D-B-B), in which architecture / 
engineering services are procured on a 
negotiated-price basis and construction 
services are procured separately on a 
lowest-responsible-bid price basis.

Specific 
Examples

Descriptions

Strategic 
Sourcing 
Method

Other state governments and agencies have realized significant cost savings through the use of strategic sourcing and procurement management techniques; 
detailed descriptions on the methods used and accompanying specific examples are provided below.
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Tort Liability Reform
Case Overview

Situation

Complications

Options to 
Improve

• While state entities enjoy tort liability caps of $100K, quasi-independent transportation entities such as the MassPike and the MBTA do not 
have any liability caps

• It is generally assumed that the cap serves as a deterrent for individuals who file claims that could turn into legal cases that the authorities 
must defend

• Claims are not tracked consistently by the various transportation entities
• When cases are tracked by certain transportation entities, it is typically a manually intensive process
• Prior efforts have been made to reform tort liability for quasi-independent entities, but no detailed and thorough financial analysis has been 

conducted to date

• Determine the most relevant key data needed to perform a meaningful analysis such as:
• Total number of tort claims and associated litigation costs
• Total amount of deductibles and other insurance-related expenses

• Collect that data from MassPike, MBTA, Massport, and MassHighway (for comparison purposes)
• Identify an insurance / claims adjuster subject matter specialist within the Commonwealth to help develop hypotheses and analysis
• Determine whether tort-related insurance may be separated from current insurance packages purchased in bulk and estimate the cost of 

separation, if any

Conclusion:  assuming that a tort liability cap will serve as a deterrent, it is 
further assumed that if the current $100,000 cap is extended to non-state 
transportation entities, those entities will see a decline in caseload, claims, 
and therefore corresponding legal fees, time spent, and other related costs

Annual Savings 20YR Savings

$5M – 6M $165M – 181M
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Key Assumptions

• Consolidation of the tort liability cap is considered feasible from a legal and legislative 
perspective

• A liability cap will serve as a deterrent
• Savings from claim payout would be minimal due to current insurance coverage as well 

as the minimal number of claims over $100K
• Legal fees as well as insurance cost are currently substantial for MBTA and MTA

Expected Benefits 

• Reduced tort-related caseload 
• Reduced total spending for claims
• Reduced litigation costs
• If various insurance packages are discontinued or expire, then additional cost 

savings could be realized through re-negotiation of bulk insurance purchases
• Increased opportunity to divert time previously spent defending ‘frivolous’ / ill-

intentioned tort claims to higher value, mission critical legal activities

The tort liability cap of $100,000 on compensatory damages currently available to state entities extended to all transportation entities. This tort liability limit could benefit the state by 
reducing the number of suits filed as well as the amount paid. Savings are likely to be realized from reduced legal related expenses as well as reduced insurance costs.

Summary Description 

Tort Liability Reform
High-level Business Case

Estimated Financial Savings (detailed calculations located in Appendix)

The estimates below are based only on data received to date: 
• Estimated Annual Savings in Amounts Paid in Claims: $5M – 6M
• Estimated 20-year Savings in Amounts Paid in Claims: $158M – 171M
• Estimated Annual Savings in Tort Litigation Costs: $0.250M – 0.375M 
• Estimated 20-year Savings in Tort Litigation Costs: $7M – 10M

Key Implementation Considerations 

• Detailed data collection efforts should be a first step for this cost reduction project
• In initial high-level data gathering efforts, it was revealed that necessary data for the 

analysis does not exist consistently across all the transportation entities, so 
additional time should be planned for this activity 

• Once key data analysis is completed, communications with key legislative leaders 
should begin to discuss the findings

Current State Snapshot

The table below contains some key figures gathered in an attempt to understand the 
differences (if any) of spending involved with tort-related cases across state and quasi-
independent transportation entities.  Unfortunately, key data has not yet been received 
from Massport nor validated from the MassPike at the time of publication of this report. 

Cost Reduction Opportunity:  Extend tort liability cap to all transportation entities.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Immediate Next Steps

• Meet with Marie Breen and Jeff Mullan to discuss current data and estimates on reduced legal as well as insurance cost
• Meet with Jamey Tesler, Jonathan Feltner, and Peter Hoffmann to discuss current data as well as estimation on potential cost savings from reduced legal fees as well as 

insurance costs for MTA
• Work with Sue Bristol to obtain clarification regarding legal fees and amount paid out on claims for MassHighway
• In tandem, formulate and execute legislative communications strategy 

Key Tort-related Costs MassHighway MBTA MassPike Massport

Avg. # Cases (FY03-07) 115 797 54 Did not receive

Avg. Total Paid for Cases 
(FY03-07) $255K $6.4M $84K Did not receive

Litigation Costs FY07 $11K $500K Not applicable Did not receive

Insurance Not applicable Not applicable $1,200K Did not receive

Cost Drivers Not applicable Legal Fees Insurance Did not receive
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• A long-standing history of under-funding infrastructure maintenance needs has prevented adequate maintenance of many of these assets, 
resulting in an expensive backlog of deferred maintenance that is estimated to be in the several billion dollar range

• Upfront, integrated strategic planning has not taken place for roads and bridges for several years; such lack of planning has resulted in 
material disruptions to certain capital construction and maintenance projects

• Building an expensive bridge in a community after extensively managing community opposition, only to find out less than a year after 
construction completion that the bridge must be torn down because it is in conflict with another expansion or maintenance effort

• “Cultural divides” – for lack of a better term – are strong across all four entities

Road and Bridge Integration
Case Overview

Situation

Complications

Options to 
Improve

• Massachusetts road and bridge assets are currently maintained and operated in a highly decentralized governance structure by four different 
transportation entities (MassHighway, MassPike, Department of Conservation and Recreation, and Massport)

• Costs to operate and maintain these roads and bridges are higher than they otherwise would be as a result of duplicative and fragmentation 
of business process across the portfolio

• Policy governing key aspects of the highways, toll roads, and other road-/parkways is not coordinated 
• Tolls being removed at the same time subway fares are being increased

• Option 1:  implement administrative shared services across all four road and bridge entities
• Take Option 1 further:  identify logical operational shared services across all four entities that will help reduce costs while also improving 

organizational flexibility, workforce / labor management (e.g., overtime), knowledge sharing, and other general collaboration
• Option 2:  investigate / assess in more detail, the key areas of cost reduction opportunities achieved by integrating the following operational-

related functions:

Conclusion:  while many core administrative cost savings can be achieved 
independent of governance structure, substantially more savings are likely 
through operational integration which would also support broader
Commonwealth transportation reform objectives

$23M – 70M $670M – 2B

Annual Savings1 20YR Savings1

1. Construction management
2. Asset management
3. Fleet management 
4. Pavement management

5. Incident response management
6. Transportation operations centers
7. Route rationalization
8. Facilities consolidation 

(warehouses, storage facilities, 
garages, etc.) 

9. Communications equipment
10. Work crews
11. Sign shop consolidation

1 Not inclusive of administrative integration savings such as shared  
services or savings achieved through IT enablement
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Key Assumptions

• Cost savings estimates contained herein are underestimated since operational 
expenses paid for by capital dollars within both the MassPike and DCR’s road- / 
parkways and bridges are material but were not included in the calculations (but were 
for MassHighway)

• Maintenance staff at DCR would not be absorbed into the new single road and bridge 
transportation entity

• Additional engineers and other maintenance resources may be required
• Cost savings contained herein are not inclusive of any cost savings realized through 

administrative integration opportunities such as shared services

Expected Benefits 

• Improved policy coordination and operations across all road and bridge assets 
(including maintenance)

• Improved construction management of capital construction projects involving road-
/parkways and bridges 

• Procedural efficiencies gained through the streamlining and standardization of 
current maintenance and management processes

• Elimination of resource and procedural redundancies / duplication

The areas for operational cost savings presented in this business case pertain to the integration of road and bridge management and operations for assets currently owned and 
managed by four different entities (MassHighway, MassPike, DCR, and Massport’s Tobin Bridge).  The savings estimated herein do not include the savings that could be achieved 
through an administrative type of integration or consolidation (such as shared services), nor do the savings estimated here include the longer-term savings that could be achieved 
through strategic IT enablement.

Summary Description 

Road and Bridge Integration
High-level Business Case

Estimated Financial Savings (detailed calculations located in Appendix)

The below estimates are based only on information gathered through interviews and a 
high-level estimate based on FY07 operational expenditures (when provided) and not 
operations-specific data around the key areas listed on the preceding page): 

• Estimated Annual Savings:  $23M – 70M
• Estimated 20-year Savings: $670M – 2,000B

Key Implementation Considerations (continued on subsequent slides)

• Detailed data collection efforts should be a first step for this cost reduction project
• During initial high-level data gathering efforts, it was revealed that necessary data 

for the analysis does not exist consistently across all the transportation entities, so 
additional time should be well-planned for this activity

• Key functional leads across each transportation entity should be heavily involved in 
the validation of the 11 key areas identified herein for operational integration 
efficiencies and cost reduction; in addition, these leads should drive the data 
gathering and refinement process as part of the detailed business case 
development

Current State of Road and Bridge Operations

The table below contains key figures around the roads and bridges that are currently 
operated by four key transportation entities:  

Cost Reduction Opportunity:  Create one transportation entity that integrates the operations and management of all roads and bridges in the Commonwealth.

Level of Effort Low           Moderate           High Implementation Timeline Immediate start          1-2 yrs          >3 yrs Risk  Low           Moderate           High

Summary Next Steps

• Validate the key areas for operational integration efficiencies and cost reduction (listed on the preceding Case Overview page)
• Develop master list of key data needed to develop detailed business cases
• Develop detailed business cases jointly with functional business leads across the transportation portfolio

Key Data MassHighway MassPike Massport 
Tobin Bridge DCR

Total Road Assets 9,500 lane mi. 160 lane mi. n/a 524 lane mi.
(urban pkwys. only)

187

Unknown

$17M
(not incl. ~$9M paid 

for by EOTPW)

Total Bridge Assets 2,883 345 1

Dedicated FTEs 1,737 
(total)

1,417 
(total)

1254 (total)

52 (for Tobin only)

Related Expenditures
$256M

(incl. both operating 
and capital)

$187M
(incl. operational only; 
no capital data recv’d.)

$13M
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Road and Bridge Integration
High-level Business Case (cont’d.)

Detailed Descriptions for the 11 Key Areas for Operational Integration to Achieve Efficiencies and Cost Savings

Joint Incident Response Planning
• Consolidating the transportation operations centers for MassHighway and the MassPike could allow for faster response times to accidents and other safety incidents and more 

efficient re-routing of traffic could enable more comprehensive planning for large-scale emergency situations (i.e., those requiring evacuation of Boston), including quick-
implementation of contra-flow and other re-routing strategies

• Quicker and more coordinated response times combined with more transparent operations could improve the public perception of the Commonwealth’s road and bridge 
operations

• Coordinated, deeper analysis of perceived duplication could likely reveal significant cost-savings due to headcount reduction or streamlined technology efforts, including 
conversion of communications onto a single system and frequency

Standardized Operations Districts
• Consolidating the five MassPike and five MassHighway districts into combined districts could reduce confusion and duplication of efforts over different geographic areas and 

support integrated asset management
• Aligning operational districts with political jurisdictions (e.g. metropolitan planning organizations) could facilitate long-term planning and project prioritization in keeping with 

geographic needs

Route Rationalization
• Streamlining servicing / maintenance routes to accomodate for overlap could result in cost savings, although a thorough cost-benefit analysis could need to be performed to 

determine the appropriateness of route rationalization either in the entire system or in specific areas
• Reconfiguring the roads currently under jurisdiction of the state entities into major highways and secondary roadways could allow for devolution of local assets and prepare the 

system for potential broadening of tolling (in keeping with industry trends)

Consolidating Work Crews
• Consolidating maintenance, traffic operations center, bridge inspection, and design staff would reduce the duplication of effort
• Cross-training staff could increase staff utilization and support talent management

Warehousing / Storage Rationalization
• Rationalizing existing warehouse and storage real estate could maximize return on those investments and reduce the costs associated with unused space
• If the rationalization is conducted with operational needs in mind, operations could be improved

Consolidated Sign Shop
• Creating one sign-shop that manufactures, installs, and repairs road signs could reduce duplication of effort and allow all entities to take advantage of individual entity resources 

(i.e., MHD currently has a well-run sign-shop that provides signs for other entities, but contracts out installation, while the MassPike has the capacity to install signs)

Fleet Management
• Streamlining maintenance procedures, in conjunction with using the most cost-effective maintenance strategy, could reduce maintenance costs overall and increase the lifecycle 

of fleet assets
• Rationalizing garage space could ensure adequate fleet and equipment storage, reducing environmental wear
• Pooling fleet resources could provide additional capacity for all entities to deal with certain situations, such as snow removal

Construction Management
• Consolidating and strengthening existing construction management systems could reduce the duplication of effort; speed contract close outs, and reduce cost overruns due to 

change-orders

Asset Management
• Standardizing the asset management process could reduce asset replacement costs by improving the lifecycle of existing assets
• Developing an asset management strategy tied to the specific use of the various types of assets could increase service and efficiency
• Integrated pavement management could allow for the best use of funding by enabling the rationing of toll revenue and federal funding over a larger network of roads
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Road and Bridge Integration
High-level Business Case (cont’d.)

Additional Detailed Implementation Considerations

• Many of the identified areas, including reorganization of operational districts, route rationalization, fleet management, and warehousing/storage rationalization would require a 
thorough analysis of the current road network including network overlap and the location of assets and resources in the network before decisions about the appropriate course 
of action can be made

• Any identified areas that present a decision to outsource activities (e.g., snow and ice removal, maintenance) would require a thorough cost-benefit analysis 

• Work crew consolidation requires an analysis of the different skillsets, job titles, seniority ranks, compensation levels, benefits, and certification requirements for similar positions 
across entities

• In addition, work crew consolidation may be complicated by different reporting requirements necessary to track time spent completing federally funded road and bridge projects

• Route devolution, as part of the route rationalization strategy, could require an assessment of local capacity and may require additional collaboration with municipalities

• Standardizing maintenance operations could involve significant investment in the near-term

• Consolidating sign-shop activities may require entities to compromise on their sign specifications; branding, particularly at the MassPike, would also need to be taken into 
account

• Fleet management, construction management, and asset management integration would require the implementation of network-wide strategies and systems

• These considerations increase the level of effort associated with this business case

Additional Detailed Next Steps

• Conduct thorough asset analysis to determine route overlap, asset specialization, and resource distribution

• Conduct thorough workforce analysis to determine specific staffing needs/requirements and appropriate level of staffing throughout various operations areas

• Conduct thorough activity analysis of all divisions and function areas to identify specialized functions and redundant services

• Conduct thorough stakeholder analysis in order to develop detailed communications plan targeting key stakeholders and users

• Begin organizing user groups / stakeholder groups who could own and ultimately champion the redesigns of the “new way” of doing things
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As part of an implementation planning effort, a few important considerations should 
be addressed with the high-level business cases

• Savings estimates derived from benchmarks are – at best – directional, and should be appropriately taken into consideration within the 
specific business context of Massachusetts transportation (e.g., size, geographical scope, industry maturity, long-term strategic plan, etc.) 

• Cost reduction projects are complex undertakings that must be completed quickly as well as structured and managed with care
• Cost reduction projects are unique because they can impact a very broad audience, oftentimes at a personal level; 

hence, change management and communications takes on added significance

• Communication is a key element of successful change management. Communication should be clear, give direction, outline milestones, and inspire 
confidence

• Cost reduction projects require a high degree of executive involvement to ensure alignment
• Executives from across the enterprise need an effective forum in which they can align their interests, coordinate actions, raise concerns, and 

understand status and issues

• Leaders of the cost reduction program must have visibility to the progress of each team

• Project execution must be actively managed
• A disciplined, programmatic approach for implementation is needed

• Performance metrics for implementation need to be aligned across multiple initiatives

• A dedicated program or project team should be established as an adjunct to the client organization

• Periodic, well-run status meetings are required at all levels of the program



Governance Model Options
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An iterative approach was used to develop governance options, starting with leading 
practices, analyzing the current state, developing evaluation standards/criteria, and 
then working back from a theoretical “ideal”

5. Refined and Updated Drafts of
Various Governance Options

3. Initial Evaluation Criteria1. Leading Practices 2. Current State

4. Preliminary Drafts of 
Various Governance 
Options

6. Final Consensus Evaluation of Governance 
Options
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Criteria focusing on coordination, efficiency, accountability, and effectiveness were 
used to assess the current model and compare governance options

Note:  The evaluation criteria have been updated based on feedback from the 11/26/07 Steering Committee working session, as well as additional comments from the Steering Committee team members.

Other Considerations
• What roles / responsibilities change (i.e., Governor, Legislature, EOT, other)?
• How does the new model address known implementation issues (i.e., labor, benefits, etc.)?
• Is the proposed change “marketable”?  
• Does the model follow leading practices?  Is there precedence?
• Is the proposed change too large / small to garner needed support?
• Is the proposed change considerable enough to be identified as reform (meeting the Governor’s objective)?

• Does the model allow for flexibility to change with demographic shifts, 
economic conditions, or other cultural changes?

• Does the model promote balanced and fair decision-making with the long-
term in mind?

• To what extent does the model allow for independent revenue generation 
decisions and budget allocation decisions to be made?

• Does the model have the right balance between independence and 
political insulation needed to finance transportation infrastructure as well 
as accountability to the Governor and the public for management of the 
public’s resources and transportation assets?

• Does the model follow lean operations principles?
• Does the model create opportunities to reduce cost (both administrative 

and operational)? 
• Is the model’s organizational structure the most efficient option or are 

there redundancies that cannot be eliminated? 

• Does the model facilitate on-going performance management concepts, 
efficiency, and proper controls?

• Does the model facilitate accountability and responsibility?  

• Does the model allow for optimal debt and credit restructuring? 
• Does the model facilitate cross agency / mode subsidization? 
• Does the model allow for transportation funding decisions to be made 

more quickly, easily? 
• To what extent does the model complicate the fund structure(s), 

accounting of transportation spend, federal compliance, etc.?
• Does the model have better liability protections than the current model?
• Does the model create additional risk for the Commonwealth?

• Does the model facilitate cross-agency and cross-mode planning?
• To what extent does the model have centralized, integrated planning 

(i.e., avoids unnecessary duplication with agency-specific planners, 
coordinates with budgeting, etc.)?

• Does the model provide the planning entity enough control and authority 
to conduct planning (i.e., does the planning group have control or 
appropriate access to needed data / information)?

• Does the model positively impact the transportation network and 
assets?

• Is the model driven by sound public policy and strategy?
• Does the model facilitate regional equity?
• Does the model provide a long-term strategic benefit (e.g., even if the 

model provides modest benefits today, does it push transportation in 
the right long-term direction?)

• Does the model create an environment where collaboration is 
encouraged or supported by management (i.e., collaborating on 
procurement, shared vehicles, etc.)?  Or, are agencies / departments / 
divisions seen as competing interests? 

• Does the model leverage existing resources? 

• Does the model balance independence of the board with the 
appropriate controls (either through the governor, legislature, or other 
means)?

• Does the model have appropriate checks and balances overall?

• Does the model have an integrated, planned approach to determining 
and managing revenue streams and allocating funds (i.e., who controls 
each revenue input, which stream goes into each fund, and who 
distributes from each fund)? 

• Does the model have the appropriate checks and balances prior to debt 
being issued (i.e., MassTrans debt issuance subject to approval by 
Sec. of ANF)? 

• Does the model provide enough of a role for the governor, legislature, 
operational agencies, MPOs, and other stakeholders in the planning 
process so that the plan has adequate buy-in?

• Does the model have incentives, disincentives, or other controls to 
ensure that the plan is followed by the agencies?

• Does the model have centralized transportation policymaking across all 
modes (i.e., avoids mismatch of lowering tolls but raising other fees)?

Guiding Questions for Evaluation

Level of Implementation 
Effort / Degree of 
Implementation 

Complexity

Accountability3

Effectiveness5

Efficiency4

Financing 
Strength and 

Flexibility
2

Policy 
Coordination1

Criteria#

= iterative task
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Criteria focusing on coordination, efficiency, accountability, and effectiveness were 
used to assess the current model and compare governance options

Note:  The evaluation criteria have been updated based on feedback from the 11/26/07 Steering Committee working session, as well as additional comments from the Steering Committee team members.

Other Considerations
• What roles / responsibilities change (i.e., Governor, Legislature, EOT, other)?
• How does the new model address known implementation issues (i.e., labor, benefits, etc.)?
• Is the proposed change “marketable”?  
• Does the model follow leading practices?  Is there precedence?
• Is the proposed change too large / small to garner needed support?
• Is the proposed change considerable enough to be identified as reform (meeting the Governor’s objective)?

• Does the model allow for flexibility to change with demographic shifts, 
economic conditions, or other cultural changes?

• Does the model promote balanced and fair decision-making with the long-
term in mind?

• To what extent does the model allow for independent revenue generation 
decisions and budget allocation decisions to be made?

• Does the model have the right balance between independence and 
political insulation needed to finance transportation infrastructure as well 
as accountability to the Governor and the public for management of the 
public’s resources and transportation assets?

• Does the model follow lean operations principles?
• Does the model create opportunities to reduce cost (both administrative 

and operational)? 
• Is the model’s organizational structure the most efficient option or are 

there redundancies that cannot be eliminated? 

• Does the model facilitate on-going performance management concepts, 
efficiency, and proper controls?

• Does the model facilitate accountability and responsibility?  

• Does the model allow for optimal debt and credit restructuring? 
• Does the model facilitate cross agency / mode subsidization? 
• Does the model allow for transportation funding decisions to be made 

more quickly, easily? 
• To what extent does the model complicate the fund structure(s), 

accounting of transportation spend, federal compliance, etc.?
• Does the model have better liability protections than the current model?
• Does the model create additional risk for the Commonwealth?

• Does the model facilitate cross-agency and cross-mode planning?
• To what extent does the model have centralized, integrated planning 

(i.e., avoids unnecessary duplication with agency-specific planners, 
coordinates with budgeting, etc.)?

• Does the model provide the planning entity enough control and authority 
to conduct planning (i.e., does the planning group have control or 
appropriate access to needed data / information)?

• Does the model positively impact the transportation network and 
assets?

• Is the model driven by sound public policy and strategy?
• Does the model facilitate regional equity?
• Does the model provide a long-term strategic benefit (e.g., even if the 

model provides modest benefits today, does it push transportation in 
the right long-term direction?)

• Does the model create an environment where collaboration is 
encouraged or supported by management (i.e., collaborating on 
procurement, shared vehicles, etc.)?  Or, are agencies / departments / 
divisions seen as competing interests? 

• Does the model leverage existing resources? 

• Does the model balance independence of the board with the 
appropriate controls (either through the governor, legislature, or other 
means)?

• Does the model have appropriate checks and balances overall?

• Does the model have an integrated, planned approach to determining 
and managing revenue streams and allocating funds (i.e., who controls 
each revenue input, which stream goes into each fund, and who 
distributes from each fund)? 

• Does the model have the appropriate checks and balances prior to debt 
being issued (i.e., MassTrans debt issuance subject to approval by 
Sec. of ANF)? 

• Does the model provide enough of a role for the governor, legislature, 
operational agencies, MPOs, and other stakeholders in the planning 
process so that the plan has adequate buy-in?

• Does the model have incentives, disincentives, or other controls to 
ensure that the plan is followed by the agencies?

• Does the model have centralized transportation policymaking across all 
modes (i.e., avoids mismatch of lowering tolls but raising other fees)?

Guiding Questions for Evaluation

Level of Implementation 
Effort / Degree of 
Implementation 

Complexity

Accountability3

Effectiveness5

Efficiency4

Financing 
Strength and 

Flexibility
2

Policy 
Coordination1

Criteria#

4. Revised and Refined 
Evaluation Criteria
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To construct a theoretical ‘ideal’ model for Massachusetts, the nation’s leading practices 
on governance structure, shared services and authority composition were analyzed

46%
States with a Governor-appointed Secretary of Transportation 
and 1 or more Governor-appointed statewide commissions 
(typically by mode)

38% Governor-appointed Secretary of Transportation; no 
statewide commission

16% Governor-appointed, but fully independent, statewide 
commission overseeing all transportation modes*

Virginia Maryland New York MTA

Governance Structure DOT Shared Services Authority Structure 

Nationwide Snapshot

• Overall commission oversees complete 
transportation enterprise

• Transportation trust fund

• Each agency in the Department of 
Transportation relies on centralized shared 
services for administrative work

• Overall “umbrella” authority oversees several 
different operational modes of transportation

* Commissions in this case are the actual boards not authorities (2002 CCO Survey)

Governor

NYMTA Management Team (a.k.a., “Headquarters” / “HQ”)
(15 total members; comprised of 1 CEO, 1 COO, 1 CFO, 1 Chief of Staff, 

4 Deputy Exec. Directors, 4 Directors, and 1 Auditor General)

Metro North 
Railroad

Capital 
Construction

New York City 
Transit

Bridges and 
Tunnels

Members are nominated by the Governor, with 4 recommended by New York City’s mayor, and 1 each by the county 
executives of Nassau, Suffolk and Westchester counties (each of these members has one vote); northern county 
executives also nominate a member each who cast 1 collective vote.  There are also 6 rotating, non-voting seats 
comprised of user and organized labor representatives.

Bus 
Company

Long Island 
Rail Road

Long Island 
Bus

 Legislature
New York State 
Department of 
Transportation

NYMTA Board
(17 total members; Chairperson ≠ NYMTA CEO)

Manages and 
operates 384 
route miles 
on 775 miles 
of track in 7 
counties in 
New York 
and 2 in 
Connecticut

Manages and 
operates 54 
bus routes in 
Nassau, 
western 
Suffolk. And 
eastern 
Queens 
counties 

Manages and 
operates 700 
miles of 
commuter rail 
track in Long 
Island

Busiest 
commuter rail 
in the US

Manages and 
operates 7 
bus 
companies 
that were 
originally 
franchises 
granted by 
NYC Dept. of 
Trans

Manages and 
operates 
NYC subway 
system

Largest 
agency in the 
MTA network

Serves as the 
construction 
management 
arm of MTA

Oversees 
security-related 
capital 
construction 
projects 

Manages and 
operates 7 
bridges and 2 
tunnels in 
Metropolitan 
New York City

 Serves 
800,000 
vehicles daily 

State Senate confirms 
all Board members.

A debt-issuing 
authority

A debt-issuing 
authority

Agency Agency Agency Agency Agency

7 Agencies / Authorities / “Companies” -- each led by 1 President
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Current Governance Model
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Each governance option was evaluated per criteria jointly developed by ANF and EOT 
with focus on coordination, efficiency, accountability, and effectiveness 

Note:  The evaluation criteria have been updated based on feedback from the 11/26/07 Steering Committee working session, as well as additional comments from the Steering Committee team members.

# Criteria Guiding Questions for Evaluation

1 Policy 
Coordination

• To what extent does the model have centralized, integrated planning 
(e.g., avoids unnecessary duplication with agency-specific planners, 
coordinates with budgeting, etc.)?

• Does the model provide the planning entity enough control and authority 
to conduct planning (i.e., does the planning group have control or 
appropriate access to needed data / information)?

• Does the model facilitate cross-agency and cross-mode planning?
• Does the model have incentives, disincentives, or other controls to 

ensure that the plan is followed by the agencies?
• Does the model have centralized transportation policymaking across all 

modes (i.e., avoids mismatch of lowering tolls but raising other fees)?

• Does the model allow for optimal debt and credit restructuring? 
• To what extent does the model complicate the fund structure(s), 

accounting of transportation spend, federal compliance, etc.?
• Does the model have better liability protections than the current model?
• Does the model create additional risk for the Commonwealth?
• Does the model allow for financial sustainability and predictability over the 

long-term? 

• Does the model facilitate ongoing performance management concepts, 
efficiency, and proper controls at the business unit level down to the 
individual employee level?

• Does the model facilitate accountability and responsibility?  

• Does the model follow lean operations principles?
• Does the model create opportunities to reduce cost (both administrative 

and operational)? 
• Is the model’s organizational structure the most efficient option or are 

there redundancies that cannot be eliminated? 

• Does the model allow for flexibility to change with demographic shifts, 
economic conditions, or other cultural changes?

• Does the model promote balanced and fair decision-making with the long-
term in mind?

• Does the model positively impact the transportation network and assets? 
• Is the model driven by sound public policy and strategy? 

Other Considerations

• What roles / responsibilities change (e.g., Governor, Legislature, EOT, other)?
• How does the new model address known implementation issues (i.e., labor, benefits, etc.)?
• Is the proposed change “marketable”?  
• Does the model follow leading practices?  Is there precedence?
• Is the proposed change too large / small to garner needed support?
• Is the proposed change considerable enough to be identified as reform (meeting the Governor’s objective)?

• Does the model facilitate cross-agency / cross-mode subsidization? 
• Does the model allow for transportation funding decisions to be made 

more quickly and easily? 
• Does the model have an integrated, planned approach to determining 

and managing revenue streams and allocating funds (i.e., who controls 
each revenue input, which stream goes into each fund, and who 
distributes from each fund)?

• Does the model balance independence of the board with the 
appropriate accountability to publicly elected officials (either through the 
governor, legislature, or other means)?

• Does the model have appropriate checks and balances overall?

• Does the model create an environment where collaboration is 
encouraged or supported by management (e.g., collaborating on 
procurement, shared vehicles, etc.)?  Or, are agencies / departments / 
divisions seen as competing interests? 

• Does the model leverage existing resources? 

• Does the model facilitate regional equity?
• Does the model provide a long-term strategic benefit (i.e., even if the 

model provides modest benefits today, does it push transportation in 
the right long-term direction?)

2
Financing 

Strength and 
Flexibility

3 Accountability

Level of Implementation 
Effort / Degree of 
Implementation 

Complexity

4 Efficiency

5 Effectiveness
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The current transportation governance model was analyzed to determine what the 
Commonwealth does well and what could be improved
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The current governance system falls short on the 5 key criteria – particularly in its 
level of efficiency, degree of planning coordination, and financing capabilities

# Criteria Key Observations on the Current Transportation Governance Model

1 Policy 
Coordination

Since being signed last summer, the Mobility Compact appears to be promoting cross-agency collaboration
The 2004 transportation reform created a centralized Office of Transportation Planning at EOT
Minimal operations / delivery coordination (e.g., snow removal routes, incident management processes / communications)
Lack of effective internal service level agreements, inter-agency contracts / memos of understanding
Existing shared service centers only partially meet internal customer needs
Allocation of resources to implement policy developed in “silos,” with different entities making transportation policy for a scope of 
assets

2
Financing 
Strength 

and Flexibility

Need for long-term funding solutions / plans that are tied to an overarching, unified transportation strategy
Lack of strategic budgeting (i.e., a budget that reflects actual needs, goals, and other performance targets)
Individual authorities have financing capabilities, but need to better address / assess debt service-related challenges
Difficulty cross-subsidizing funds
Funding mechanisms vary across the authorities - limited procedural transparency and fiscal control (e.g., MBTA is forward-funded, 
while RTAs are not)
General lack of transparency within funding process
Institutional capacity does not exist to engineer financial sustainability
The MassPike has a failing credit structure and is unable to raise revenue on assets it is responsible for maintaining resulting in 
inequity 

4 Efficiency

Within EOT a shared services approach has started, but needs to address level of service agreements
Duplicative administrative services across modes (e.g., human resources, procurement, finance, legal, information technology)
Duplicative operations and operational support (e.g., road and bridge crews, parts warehouses)
High potential for cost reduction in areas like strategic sourcing, benefits rationalization, facilities, etc.

5 Effectiveness

Transit mode focused delivery provides value to direct users to a limited degree because such an exclusive focus does not achieve 
comprehensive planning or network-wide value analysis / measurement (i.e., is the model really allowing for the “public benefit”?)
Current decisions drive positive value into each transit mode, which may be counter to broader public interests in Commonwealth-
wide transit policy, the environment, economics, and other issues
Insufficient performance management system to 

Lack of oversight and controls over independent authorities (e.g., cash management at MassPike and the MBTA)
Some mode-based performance management in transportation system operations, but a general lack of enterprise-wide evaluation 
of goals achievement for core business functions, units, and personnel
Lack of incentives and penalties to help manage performance – both at the agency level and the individual level
Varying degrees of independence across the boards
Current structure has little oversight or checks / balances on authorities

3 Accountability
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Administrative cost reduction opportunities can be achieved in any model, but 
implementation success is more likely in a centralized governance model

# Administrative 
Opportunity Area How Does it Reduce Costs? Dependent on Governance Model?

1 HR Shared Services Streamlined processes 
Reduced / avoided costs through HR systems consolidation
Streamlined and automated processes
Potential for outsourcing
Information technology replacement or merger
Reduced cost to process financial transactions
Limited opportunity for headcount reduction
Leveraging large, enterprise-wide contracts to reduce costs
Optimized contracting rates
Limited opportunity for headcount reduction
Server and datacenter consolidation
Network consolidation
Hardware configuration rationalization
Potential headcount reduction dependent upon functional analysis

Reduced number of contracts and contract administration
Leveraging economies of scale to achieve better rates on individual commodities 
and services
15-20% reduced cost enabled by strategic sourcing

Common, standardized benefits across all entities that are aligned with 
Commonwealth’s standard plan
Reduced future liability

7 Tort Liability Reform
Reduced case count
Reduced payout per case
Reduced insurance and legal fees

Not necessarily…
– Protection must be extended to 

independent authorities
– But easier to implement in an integrated / 

consolidated governance model

2 Financial Shared 
Services

Shared contracts leverage combined purchasing power to lower costs
Opportunities for shared maintenance crews, snow removal, operations center, etc.
Shared warehousing enables reduced space needs

3 Procurement Shared 
Services

8 Roads and Bridges 
Integration

4 IT Shared Services

Not necessarily…
– Some benefits could be realized strictly 

through service level agreements
– But easier to implement in an integrated / 

consolidated governance model

5 Strategic Sourcing

Not necessarily…
– But easier to implement in an integrated / 

consolidated governance model
– A shared services environment for HR 

can be established in each model
– A contracting relationship may need to 

be established between the agencies to 
accommodate who “owns/operates” the 
shared service

Not necessarily…
– Can be implemented through 

collaboration, a formal shared services 
model, or other means

– But easier to implement in an integrated / 
consolidated governance model

6 Benefits 
Rationalization

Not necessarily…
– Could be done agency by agency today
– Is required if MassHighway and MTA are 

consolidated due to union issues
– But easier to implement in an integrated / 

consolidated governance model
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Transportation planning and financing is a highly fragmented process in 
Massachusetts

Planning Financing
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Aviation

Motor Vehicles

MBTA

MassPort

Planning Finance
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A number of enhancements proposed are universal in nature and can be extended to 
any governance model options 

To facilitate oversight of the transportation entities, the entities could be required to utilize the state’s shared IT applications 
(e.g., Massachusetts Management Accounting and Reporting System (MMARS), Commonwealth Procurement Access and 
Solicitation System (COMM-PASS), Human Resource Compensation Management Systems (HRCMS), DCAM Capital Asset 
Information System (CAMIS))
– “Utilization” could be through a variety of methods (e.g., total migration, interfacing through another system, etc.)

Some governance models have a higher potential for operational savings such as those resulting in a potential MassHighway 
and MassPike integration with road/parkways and bridges from DCR being transferred into this newly integrated road and bridge 
entity

Entities could also share transportation-specific applications such as a universal asset management system for pavement 
management, rail management, bridge, etc. 

Tort liability limits could be extended legislatively across all transportation entities similar to what currently exists for all state 
entities
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Governance Option 1
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Option 1 was developed to illustrate a conceptual ideal from the perspectives of cost 
efficiency and decision-making and financing independence

MassTrans Authority

Governor Legislature

Massport 
Board

EOTPW

Designs, constructs, 
and maintains road 
network
Maintains Parkways (in 
accordance with Article 
97 and other 
regulations)
Regulates and permits 
motor carrier activities
Maintains crash, safety, 
and traffic volume 
information
Operates visitor and 
rest areas

Roads & 
Bridges

(Formerly MHD, MTA, 
Tobin, and DCR Roadways) Plans, 

manages and 
operates 
Logan Airport, 
other select 
airports, and 
the seaport

Massport

 Board

Secretary of Transportation heads EOTPW 
Planning (including coordination with MPOs)

Governor appoints 
Massport Board
Secretary of Transportation 
sits on Massport board

Each area 
has a 
director that 
reports to 
MassTrans 
CEO

Funds and manages 
airport development 
projects
Registers private 
aircraft and landing 
areas
Regulates state-owned 
airports as required by 
federal law

Aviation
(Formerly MAC)

Plans, manages and 
maintains public 
transportation 
infrastructure in the 
Boston metropolitan 
area (MBTA)

Public Transit
(Formerly MBTA and RTAs)

Records and licenses 
vehicles and drivers
Provides an official 
state identity card
Promotes driver safety
Licenses vehicle 
dealers and driving 
schools
Facilitates motor/voter 
registration
Conducts other 
programs

Motor Vehicles
(Formerly RMV)

Secretary of Transportation serves as chair of MassTrans 
Board
Governor appoints MassTrans Board
Board appoints CEO of MassTrans
CEO of MassTrans administers MassTrans Authority

Trust 
Fund

Financing
Policymaking Staff

Plans, manages and 
maintains public 
transportation 
infrastructure statewide 
(RTAs)

Conducts freight rail 
programs
Conducts grant 
programs

Other 
Programs

Advisory Boards

Advisory Board

Parkway Advisory Board

Accounting/Finance
Procurement
Information Technology
Legal Counsel

Shared ServicesCFO

CIO

Gen. 
Counsel

Dir. of HR

Human Resources
Performance and Asset 
Management
Other Shared Services
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Option 1 is a strong model for independent financing and cross-subsidization 
because all entities exist within a single transportation entity

# Characteristic Proposed Change Rationale

1 Authority financing 
structure

Creates a separate authority for all transportation entities and
removes them from the Commonwealth’s ownership (with the 
exception of Massport, which was not in the original scope of 
work for Phase I of the project)

Authority structure lends itself favorably to increased financing 
strength and establishes an independent body with dedicated 
transportation revenues, fares, and toll-raising authority, and is 
insulated from direct political influence

5 Alignment by 
transit mode

Bringing currently disparate agencies into consolidated 
departments that are aligned by mode

Planning by mode instead of by agency leads to better state-
wide policy 
Promotes better connectivity between modes
Leverages common resources within a mode

2 Transportation 
Trust Fund

Combines all transportation revenues (fares, fees, tolls), federal 
grant money, and tax revenue into the new single transportation 
entity, the same master account controlled by the new single 
transportation entity

Strengthens bond rating and planning capabilities by establishing 
a stable and guaranteed funding source
Facilitates cross-subsidization 

EOTPW is responsible for Commonwealth-wide transportation 
planning3 Planning

Secretary of Transportation chairs the Massport Board to 
facilitate communication and planning4 Massport remains 

independent

If EOTPW retains planning responsibilities, the governor has 
increased control over transportation planning; however, having 
two separate entities that conduct planning and finance decision-
making results in inconsistent policy implementation between the
two entities responsible for this function

Moving Massport may require change to Massport's 1956 
Enabling Act and 1978 Trust Agreement
Changes to act/agreement could jeopardize Massport‘s ability to 
cross-subsidize airport funds (based on current grandfathered 
status under federal aviation law)
The airport is a fundamentally different mode of transportation 
from surface transportation, so there is less of a “nexus” in policy-
making with other transportation modes
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Additionally, Option 1 supports cost reduction efforts through performance 
management, administrative shared services, operational mergers (roads/bridges), 
and collaboration between all transit agencies

# Characteristic Proposed Change Rationale

6 Creation of Roads and 
Bridges Department

Combine MassHighway, MassPike, DCR roads and parkways, 
and Massport’s Tobin Bridge into one “Roads and Bridges”
business unit 

Reduces administrative costs and has strong potential to reduce 
operational costs
Improves operational efficiency (e.g. combined maintenance 
depots, snow plowing, etc.)
Enables consistent application of asset management principles 
and shared resources

7
RMV included in New 
Single Transportation 

Entity

No change; retain alignment between RMV and other 
Commonwealth transportation entities

Vehicle fees are integral to funding formula
RMV’s rich data is critical in the future of transportation (e.g., toll 
violation collection, congestion pricing)
Synergies exist in the safety and motor carrier functions 
between RMV and MassHighway (e.g., crash information, 
insurance, CDL medical reporting, etc.) 

8 Creation of Public Transit 
Department Consolidate / integrate transit agencies

Facilitates common forward-funding approach
Enables synergies and efficiency to be derived through better 
coordination / planning (e.g., shared parts, required strategic 
procurement of same rolling stock for efficiency)
Strengthens ability to promote transit as healthy environmental 
alternative

Consolidate each entity’s IT, Legal, HR, Procurement, and 
Accounting/Finance departments into one shared service center 
within the new single transportation entity
Establish a “Department of Shared Services”

10 Comprehensive 
Performance Management

Enable through performance management tools / processes 
facilitate accountability, proper management, and prioritization
Introduce incentives and disincentives

Long-term success requires good management
Provides structure and reporting capabilities to aid management 
and oversight agencies
Facilitates auditing and risk management

9 Shared Services

Reduces administrative costs and improves efficiency
Centralized services and information provides for greater 
internal controls and risk management
Greater potential for information sharing, knowledge exchange 
and communication
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In Option 1, the Governor and Legislature work with the new single transportation 
entity and EOT to deliver a better performing transportation system

Note:  additional roles may exist for the Governor, Legislature, and other stakeholders in other governance processes, such as operations, performance management, 
reporting, compliance, risk management, etc.
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Governor

Legislature
Board Chair of Single Transportation Entity 
(Secretary of Transportation)

Board of Single Transportation Entity

Staff of Single Transportation Entity

ANF

EOTPW

Roads and Bridges

Aviation

Motor Vehicles

Public Transit

Massport

Planning Finance
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Option 1 represents a conceptual ideal from an efficiency and financing perspective, 
but the change presents significant legal and regulatory challenges

# Criteria Key Observations on Option 1

4 Efficiency

Shared services reduces administrative inefficiencies and costs
Merged highway/bridge entities may achieve operations efficiencies
Improved efficiency of management / administration to staff ratios
Improved leverage of existing resources (e.g., staff, equipment, facilities, etc.)

5 Effectiveness

Establishment of the new single transportation entity provides for consistency and minimizes political and other external influences
Alignment by mode facilitates concept of enterprise-wide mobility rather than entity centric planning
Model allows for improved public policy making including equity issues across geographies and the impact of mobility on the 
environment and economy

Other Considerations

1 Policy Coordination
Centralized planning under one entity; however, kept separate from financing entity responsible for implementing policy 
Defined planning process
Merged entities facilitate needed coordination and collaboration

2 Financing Strength 
and Flexibility

Financing authority over all transportation assets, operations, and resources allows for more flexibility in financing
Trust fund allows for authority to receive / distribute funds based on an integrated plan
Cross-subsidization more easily achieved through the authority’s integrated funding structure
Responsibility for financing decisions resides in authority insulating it from political influence

Level of Implementation Effort / 
Degree of Implementation 

Complexity

Bold change and a true reform
Degree of change presents marketing challenges which could make it difficult to gain legislative support

Performance management elements built into new model, including enterprise wide evaluation of goals achievement, linked to lack of 
an enterprise-wide plan
Strategic flexibility designed into new organization
Independence of authority goal for financing against tools / fares, but makes less directly accountable to publicly elected officials

– Mitigated by Governor appointments and Secretary of Transportation as Chair
– Statutory covenants / control to impose measures of accountability 

3 Accountability
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Among other pros and cons, Option 1 ties financing with strategy but lacks some 
mechanisms for strong public accountability

# Criteria Pros Cons

1

2

3

4

5

Policy 
Coordination

Coordination of policymaking is very strong under single 
transportation entity
Supports various levels of policy coordination driven by EOT 

Policy coordination not optimal because policy is developed by EOT, but 
implemented via the new single transportation entity, which could lead to 
disagreement
Separates policymaking and regulatory promulgation across multiple entities 
(i.e., how can EOTPW “enforce” implementation of regulations it promulgates 
at the RMV?)

Financing 
Strength and 

Flexibility

Financing flexibility enabled through centralization of funds; broad 
foundation of assets is a credit restructuring strength; allows for 
cross-subsidization of revenues; simplifies funding structure and 
increases transparency

Reliance on tolls and fares generated by assets owned, and any 
model with revenue-raising abilities would be a financing strength

Enables stronger credit through consolidation of broad-based 
revenue sources with fares and tolls

Ownership and responsibility of assets without revenue-raising abilities 
would make financial sustainability unlikely (e.g., MassPike)

Accountability

Preserves some role for the Governor’s office and the Legislature 
to be involved in planning for new expansion projects
Secretary of EOT is chair of Board ensuring accountability to the 
Governor

Board appointed by the Governor

Supports accountability presumably through its ability to centralize 
and enforce performance management (i.e., enterprise wide 
evaluation of goals achievement, linked to lack of enterprise wide 
plan)

The Legislature has very little control over policymaking, implementation, and 
funding decisions driven by the new single transportation entity
Lacks tie between funding and performance management (note: can be 
mitigated by setting thresholds with subsidies or structuring subsidies 
appropriately)
Public accountability not as strong because not directly under the control of 
publicly elected officials

Efficiency

Allow for major cost reduction opportunities to materialize, 
including degrees of shared services

Allow for efficiencies through merging of all existing authorities 
(with the exception of Massport in some of the options)

If deployment / leverage of existing resources does not improve and 
leadership / general management is poorly executed by the new single 
transportation entity, then some entities may potentially become less efficient 
than in the current governance model

Effectiveness Allow for centralized decision-making on policy implementation 
and allocation of resources across surface transportation modes

Liability under one authority is an issue unless liability caps can be extended 
to the new single transportation entity
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Governance Option 2
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Option 2 was developed to illustrate the conceptual model that provides the 
Commonwealth with the most direct control over planning, operations, and 
transportation assets 

Governor Legislature

Massport 
Board

EOTPW

Plans, manages 
and operates 
Logan Airport, 
other select 
airports, and the 
seaport

Massport

Secretary of Transportation heads EOTPW 
Planning (including coordination with MPOs)
Promulgates regulations

Governor appoints 
Massport Board
Secretary of 
Transportation Chairs 
Massport board

Designs, constructs, 
and maintains road 
network
Maintains Parkways (in 
accordance with Article 
97 and other 
regulations)
Regulates and permits 
motor carrier activities
Maintains crash, safety, 
and traffic volume 
information
Operates visitor/rest 
centers

Roads & 
Bridges

(Formerly MHD, MTA, 
Tobin, and DCR Roadways)

Funds and manages 
airport development 
projects
Registers private 
aircraft and landing 
areas
Regulates state-owned 
airports as required by 
federal law

Aviation
(Formerly MAC)

Plans, manages and 
maintains public 
transportation 
infrastructure in the 
Boston metropolitan 
area (MBTA)

Public 
Transit

(Formerly MBTA and RTAs)

Records and licenses 
vehicles and drivers
Provides an official 
state identity card
Promotes driver safety
Licenses vehicle 
dealers and driving 
schools
Facilitates motor/voter 
registration
Conducts other 
programs

Motor 
Vehicles
(Formerly RMV)

Plans, manages and 
maintains public 
transportation 
infrastructure statewide 
(RTAs)

Conducts freight rail 
programs
Conducts grant 
programs

Other 
Programs

Advisory Board

Advisory Board

Parkway Advisory 
Board

Accounting/Finance
Procurement
Information Technology
Legal Counsel

Shared ServicesCFO

CIO

Gen. 
Counsel
Dir. Of 

HR

Transportation 
Fund

Human Resources
Performance and Asset Management
Other Shared Services

Each area has a director who reports to the Secretary of Transportation
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Because all entities and funding reside within the Commonwealth, Option 2 may 
facilitate better centralized planning that is tied closely to centralized financing

# Characteristic Proposed Change Rationale

1 Transparent Trust 
Fund is established 

Trust Fund is setup similarly to today’s Highway Fund, but with more 
transparency of the flow of funds (as proposed in the Governor’s 
FY09 budget proposal)

Better align transportation-related resources with transportation 
expenses

3

Retains regulatory 
agencies within 
Commonwealth 

(EOTPW)

Regulatory function held by state agencies (MAC & RMV) rather 
than an authority Need to maintain regulatory function within a state agency

2 Planning and 
Management

EOTPW is responsible for not only Commonwealth-wide 
transportation planning, but also for all surface transportation assets 
(MassPike, MBTA, and RTA are eliminated as separate entities)

Centralizes transportation operations under one entity to facilitate 
efficiency
Increases role of EOTPW
Each individual agency is responsible for its own operations
EOTPW maintains planning responsibility
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Option 2 increases the role of the Governor since the agencies report directly to the 
Commonwealth; a central role for the Legislature is retained in a funding capacity

Note:  additional roles may exist for the Governor, Legislature, and other stakeholders in other governance processes, such as operations, performance 
management, reporting, compliance, risk management, etc.
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Governor

Legislature

ANF

Secretary of Transportation

EOTPW

Roads and Bridges

Aviation

Motor Vehicles

Public Transit

Massport

Planning Finance
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Option 2 represents the greatest degree of state control and public accountability, but 
would make it impractical to finance improvements to transportation assets from 
fares and tolls

# Criteria Key Observations on Option 2

4 Efficiency

Shared services reduces administrative inefficiencies and cost
Merged road / bridge entities achieves operations efficiencies
Improved efficiency of management/administration to staff ratios
Improved leverage of existing resources (e.g., staff, equipment, facilities, etc.)

Other Considerations

Degree of Change / 
Implementation 

Complexity

Aligns with vision and Governor’s objectives 
Implementation difficult because eliminating existing corporate entities
Providing for financial sustainability difficult because of inability to rely upon tolls / fares

1 Policy Coordination
Centralized planning under one entity
Defined planning process
Merged entities facilitate needed coordination and collaboration

2 Financing Strength
and Flexibility

To the extent that financing of transportation assets from revenues raised from the assets (i.e., fares and tolls), having fare and toll raising 
decisions subject to approval of the Legislature will make it impractical to finance against these revenues
Cross-subsidization more easily achieved with an integrated fund 
Since transportation revenues would not be dedicated and isolated only for transportation purposes and transportation funding would be subject 
to decision-making process for funding other state needs, less predictability with regard to financial sustainability
Legislature has flexibility to subsidize transportation costs from other state revenues

All transportation assets and funding decisions controlled by publicly elected officials
Easier to manage with all resources under one entity
Ownership of information leads to better oversight and controls
Performance management elements designed into new model, including enterprise wide evaluation of goals achievement, linked to lack of 
enterprise wide plan

Alignment by transportation mode facilitates the concept of regional mobility, rather than “siloed” entity-centric planning
Model allows for improved public policy making through enterprise-wide planning
EOT ownership increases the amount of liability on the Commonwealth
Commonwealth’s liability caps would be extended to all entities

3 Accountability

5 Effectiveness
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Option 2 maximizes public accountability, but lacks independence necessary to 
finance assets from asset-based revenues

# Criteria Pros Cons

1

2

3

4

5

Policy 
Coordination

State-led planning supports broad, cross-EO planning with other state 
entities (e.g., economic development, environmental affairs, public 
safety, etc.)

Supports various levels of policy coordination driven by EOT 

Financing 
Strength and 

Flexibility

Ties financing with strategy; financial flexibility supported If Commonwealth wants to continue to finance all or a portion of the 
costs of transportation assets from tolls, fares, or other user fees, it will 
be unable to do so if the Legislature retains control of this decision-
making function 

Potential increased risk for the Commonwealth through increased 
liability with bondholders; prevents optimal independence between 
revenue raising decision-making and funding (assuming reliance on 
system-generated revenues) potentially resulting in unfavorable market 
views, in turn, potentially resulting in weaker financing strength through 
debt issuance

Accountability Maximizes accountability to public and ability to manage performance 
of the transportation entities 

Efficiency

Allows for major cost reduction opportunities to materialize, including 
degrees of shared services

Allows for easier control over labor / workforce management (e.g., 
benefits) assuming more savings will be realized in negotiating through 
a single state entity

To some degree, allows for efficiencies through merging of all existing 
authorities into the Commonwealth (with the exception of Massport in 
some of the options)

If shared services is not executed fully or is executed poorly, then the 
efficiency gains in this model will be significantly reduced

Effectiveness

Allows for centralized decision-making on policy implementation and 
allocation of resources across surface transportation modes
Establishment of Authority provides for consistency and reduction of 
political influence in the financing realm
Alignment by transportation mode facilitates the concept of regional 
mobility, rather than “siloed” entity-centric planning
Model allows for improved public policy making through enterprise-wide 
planning
Commonwealth’s liability caps would be extended to all entities

Increased risk / liability for the Commonwealth (although, with liability 
caps)
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Governance Option 3
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Option 3 separates regulatory and operational agencies while balancing control, 
independence and cost savings

Governor Legislature

Massport 
Board

EOTPW

Plans, manages 
and operates 
Logan Airport, 
other select 
airports, and the 
seaport

Massport

Secretary of Transportation 
heads EOTPW 
Planning (including 
coordination with MPOs)
Promulgates regulations

Governor appoints 
Massport Board
Secretary of 
Transportation sits on 
Massport board

Each area has a director that reports to MassTrans CEO

Secretary of Transportation serves as 
chair of MassTrans Board
Governor appoints MassTrans board
Board appoints CEO of MassTrans
CEO of MassTrans administers 
MassTrans Authority

MassTrans Authority

 Board Trust 
Fund

Financing
Policymaking Staff

Designs, constructs, 
and maintains road 
network
Maintains Parkways (in 
accordance with Article 
97 and other 
regulations)
Regulates and permits 
motor carrier activities
Maintains crash, safety, 
and traffic volume 
information
Operates visitor/rest 
centers

Roads & 
Bridges

(Formerly MHD, MTA, 
Tobin, and DCR Roadways)

Funds and manages 
airport development 
projects
Registers private 
aircraft and landing 
areas
Regulates state-owned 
airports as required by 
federal law

Aviation
(Formerly MAC)

Records and licenses 
vehicles and drivers
Provides an official 
state identity card
Promotes driver safety
Licenses vehicle 
dealers and driving 
schools
Facilitates motor/voter 
registration
Conducts other 
programs

Motor Vehicles
(Formerly RMV)

Conducts freight rail 
programs
Conducts grant 
programs

Other 
Programs

Accounting/Finance
Procurement
Information Technology
Legal Counsel

Shared ServicesCFO

CIO

Gen. 
Counsel
Dir. Of 

HR

Plans, manages and 
maintains public 
transportation 
infrastructure in the 
Boston metropolitan 
area (MBTA)

Public Transit
(MBTA and RTAs)

Plans, manages and 
maintains public 
transportation 
infrastructure statewide 
(RTAs)

Advisory Board

Advisory Board

Parkway Advisory 
Board

Each area has a director who reports to Secretary of Transportation

Human Resources
Performance and Asset Management
Other Shared Services
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The primary feature of Option 3 is the split between regulatory/operational agencies, 
yet, the model is still organized by mode through merged entities and shared services

# Characteristic Proposed Change Rationale

1

Regulatory 
entities (RMV and 

MAC) 
continue to reside 

within state 
EOTPW

As regulatory agencies, the RMV and MAC are not part of the new 
single transportation entity and are kept under EOTPW

Due to their regulatory nature, these agencies are kept under the 
direct control of the Commonwealth

4 Shared services

Establish a “Department of Shared Services” at EOTPW
Formal Service Level Agreements established for contractual 
relationships

Reduces administrative costs and improves efficiency
Centralized services and information provides for greater internal 
controls and risk management
Greater potential for information sharing, knowledge exchange and 
communication

EOTPW continues to be responsible for Commonwealth-wide 
transportation planning2 Planning

The new single transportation entity receives all revenues (including 
RMV fees, tolls, fares, state and federal funding)
The new single transportation entity distributes funds based on needs 
and the statewide plan (developed by EOTPW and approved by the 
Board of this new entity) 
All roads and bridges consolidated into one entity and all transit 
consolidated into one entity; however, the MBTA and each RTA 
continue to maintain their own respective names and identities (i.e., 
branding) within the new single transportation entity 

3

New single 
transportation 

entity responsible 
financing and 

management of  
all public transit 

(including the 
RTAs), as well as 

all state roads and 
bridges

Desire to retain long-term transportation planning under the direct 
control of publicly elected officials

Consolidation of assets and resources will allow for efficiencies and 
implementation of coordinated transportation policy
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Roles and responsibilities for Option 3 are similar to today’s model; the core 
difference may lie in how MassHighway’s funding is provided under the new authority

Note:  additional roles may exist for the Governor, Legislature, and other stakeholders in other governance processes, such as operations, performance management, reporting, 
compliance, risk management, etc.
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Governor

Legislature

Board Chair of Single Transportation Entity 
(Secretary of Transportation)

Board of Single Transportation Entity

Staff of Single Transportation Entity

ANF

EOTPW

Roads and Bridges

Aviation

Motor Vehicles

Public Transit

Massport

Planning Finance
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Option 3 provides a better balance between the competing criteria of public 
accountability and financing strength and flexibility than Option 1

# Criteria Key Observations on Option 3

4 Efficiency Shared services reduce administrative inefficiencies and cost
Less efficient than other models due to separation between regulatory and operational functions

Other Considerations

Degree of Change / 
Implementation 

Complexity

Maintains some similar structure
Keeping EOTPW (RMV & MAC) reduces degree of change as compared to Option 1
Politically and publicly easy to explain and understand, which may make it easier to obtain approval
Consolidation of all road and bridge operating entities makes sense from a policy and financing perspective, but may be politically difficult to 
adopt due to degree of change required

1 Policy 
Coordination

Centralized planning under one entity; however, kept separate from entity responsible for implementing policy
Defined planning process
Merged entities facilitate needed coordination and collaboration

2
Financing 

Strength and 
Flexibility

Financing authority over transportation assets, operations, and resources allows for more flexibility in financing
Ability to restructure debt
Trust fund allows for the authority to receive / distribute funds based on integrated plan
Cross-subsidization more easily achieved with integrated fund and authority
Responsibility for financing decisions resides in the authority insulating it from political influence

Performance management elements designed into new model, including enterprise wide evaluation of goals achievement, linked to lack of 
enterprise wide plan.
Strategic flexibility designed into new organization
Independence of authority goal for financing against tools / fares, but makes less directly accountable to publicly elected officials

– Mitigated by Governor appointments and Secretary of Transportation as Chair
– Statutory covenants / control to impose measures of accountability 

Establishment of the new single transportation entity provides for consistency and reduced political influence over funding decisions
Alignment by mode facilitates concept of Commonwealth-wide mobility, rather than individual agency priorities
Model allows for improved public policy making, including equity issues across geographies and the impact of mobility on the environment and 
economy
Retains regulatory agencies under control of the Commonwealth ensuring appropriate direct oversight of publicly elected officials over regulatory 
entities

3 Accountability

5 Effectiveness
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Of its pros and cons, Option 3 enables financing strength and flexibility and limits 
authority and responsibility of independent entities over transportation assets

# Criteria Pros Cons

1

2

3

4

5

Policy 
Coordination

Retains legislative decision-making authority to increase tolls, fares, 
etc. 

Regulatory policymaking retained on state side which decreases 
fragmentation if these entities are to be viewed purely as regulatory 
bodies (and not exclusively regulatory within transportation)

Supports various levels of policy coordination driven by EOT 

Stronger model than current state and Option 1 because it disengages 
role of Governor and Legislature with decreased fragmentation and 
some decreased control of a single authority

Financing 
Strength and 

Flexibility

Enables stronger credit rating through broad-based revenue sources 
and financing ability through those with minimal risk 

Reliance on tolls and fares generated by assets owned, and any model 
with revenue-raising abilities would be a financing strength (and an 
independence strength)

Potential challenges associated with funding MassHighway (with non-
revenue generating assets) in this new model 

Accountability

Preserves some role for the Governor’s office and the Legislature to be 
involved in planning for new expansion projects

Secretary of EOT is Chair of Board ensuring accountability to the 
Governor

Board appointed by Governor
Performance management elements designed into new model, 
including enterprise wide evaluation of goals achievement, linked to 
lack of enterprise wide plan
Strategic flexibility designed into new organization

Lack of incentives to enforce accountability across the transportation 
entities translates into lack of accountability

Efficiency

Allows for major cost reduction opportunities to materialize, including 
degrees of shared services

To some degree, allows for efficiencies through the consolidation of all 
surface transportation assets under one entity

Less efficient than other models due to lack of split between regulatory 
and operational functions

Effectiveness

More limited role of new single transportation entity in maintaining and 
operating the surface transportation assets should make it more 
effective at managing those assets
Allows for centralized decision-making on policy implementation and 
allocation of resources across surface transportation modes
Keeps regulatory agencies under control of the Commonwealth (this 
separation of entities presumably helps address risk/liability issues)
Alignment by mode facilitates concept of Commonwealth-wide mobility, 
rather than individual agency priorities
Allows for improved public policy making, including equity issues across 
geographies and the impact of mobility on the environment and 
economy

Increased risk / liability for the Commonwealth 
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Governance Option 4
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Option 4 is similar to Option 3, but retains MassHighway within EOTPW

Accounting/Finance
Procurement
Information Technology
Legal Counsel

Shared Services

Governor Legislature

MassPort Board

EOTPW

Plans, manages 
and operates 
Logan Airport, 
other select 
airports, and the 
seaport

MassPort

Secretary of Transportation 
heads EOTPW 
Planning (including 
coordination with MPOs)
Promulgates regulations

Governor 
appoints 
MassPort Board
Secretary of 
Transportation 
sits on MassPort 
board

Each area has a director that reports to MassTrans CEO

Secretary of Transportation serves as 
chair of MassTrans Board
Governor appoints MassTrans board
Board appoints CEO of MassTrans
CEO of MassTrans administers 
MassTrans Authority

MassTrans Authority

 Board

Financing
Policymaking Staff

Designs, constructs, 
and maintains road 
network
Conducts other 
programs

MassPike
(Including Tobin)

Funds and manages 
airport development 
projects
Registers private 
aircraft and landing 
areas
Regulates state-owned 
airports as required by 
federal law

Aviation
(Formerly MAC)

Plans, manages and 
maintains public 
transportation 
infrastructure in the 
Boston metropolitan 
area (MBTA)

Public Transit
(MBTA and RTAs)

Records and licenses 
vehicles and drivers
Provides an official 
state identity card
Promotes driver safety
Licenses vehicle 
dealers and driving 
schools
Facilitates motor/voter 
registration
Conducts other 
programs

Motor Vehicles
(Formerly RMV)

Designs, constructs, 
and maintains road 
network
Maintains Parkways (in 
accordance with Article 
97 and other 
regulations)
Regulates and permits 
motor carrier activities
Maintains crash, safety, 
and traffic volume 
information
Operates visitor/rest 
centers

MassHighway

CIO

Gen. 
Counsel
Dir. Of 

HR

Plans, manages and 
maintains public 
transportation 
infrastructure statewide 
(RTAs)

Other 
Programs

Advisory Board

Advisory Board

Parkway Advisory Board

Each area has a director that reports to Secretary of Transportation

Conducts freight rail 
programs
Conducts grant 
programs

Human Resources
Performance and Asset Management
Other Shared Services

CFO

Fund subject to 
annual legislative 
appropriations

Transportation 
Fund
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The main features of Option 4 are the consolidation of existing authorities, and shared 
services across all transportation entities to reduce cost

# Characteristic Proposed Change Rationale

1
MassHighway, DCR, 
and MassPike kept 

separate

MassPike comes under the new single transportation entity, and 
DCR and MassHighway are retained under the Commonwealth

MassPike: bad independent credit is replaced with a combined 
credit that is likely to be stronger 
MassHighway is able to operate as a separate entity that is 
financed through the Commonwealth just as before; limit new 
independent authority to consolidation of MassPike, MBTA, and the 
RTA entities that are already independent authorities at least to 
come extent, self-financed
Cross-collaboration and information sharing becomes more likely 
through the structure of a strong planning capability in EOT that 
works with the new single transportation entity

2 Service level contracts 
for all shared services

Administrative functions are shared by all transportation agencies 
through service level agreements

Authorities and Commonwealth transportation agencies set up 
service level agreements with one centralized shared services 
clearinghouse that creates administrative cost savings regardless of 
present or future governance structure
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Roles and responsibilities under Option 4 are similar to the current model except that 
the new single transportation entity is a combination of the MassPike and the 
MBTA/RTAs to achieve efficiencies

Although the Governor and Legislature are shown as playing a role in many of the same categories that the new transportation entity is shown as playing, it 
should be noted that they have the same responsibilities, but with respect to different assets under this governance option
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Legislature
Board Chair of Single Transportation Entity 
(Secretary of Transportation)

Board of Single Transportation Entity

Staff of Single Transportation Entity

ANF

EOTPW

Roads and Bridges

Aviation

Motor Vehicles

Public Transit

Massport

Planning Finance

Under this model, the Transportation 
Trust Fund under the control of the new 
transportation entity will not have all 
transportation-related revenues; those 
currently collected by the state will 
continue to be retained by the state
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Option 4 proposes less change in governance than Options 1-3 and is less 
complicated, yet does not create a full integration of road and bridge operations, 
limiting the related cost savings and efficiencies

# Criteria Key Observations on Option 4

1 Policy Coordination

4 Efficiency

Shared services reduces administrative inefficiencies and cost
Less cost efficient than others due to the lack of a roads/ bridges merger, yet some efficiencies can be derived from operational 
collaboration and partnership agreements

Other Considerations

Degree of Change / 
Implementation Complexity

Consolidation requires elimination of the Pike and the MBTA / RTAs, as separate entities
Retention of state-owned assets at state rather than merging all road and bridge entities into an independent authority results in 
significantly less change and complexity; however, proposal that attempts to merge road and bridge entities may be difficult to “sell”

Centralized planning under EOTPW, but the Commonwealth and the new single transportation entity are financially responsible for 
different transportation assets, making consistent implementation of coordinated policy more difficult
Defined planning process
Merged entities facilitate coordination and collaboration

2 Financing Strength and 
Flexibility

Financing authority split between the Commonwealth and the new transportation entity for different assets, thereby, limiting financial 
flexibility
Ability to restructure debt
Transportation fund allows for the authority to receive/distribute funds based on an integrated plan for current Pike, MBTA and RTA 
assets; Transportation Fund will not receive transportation-related revenues currently collected and expected by the state
Cross-subsidization more likely with integrated funding and authority
Responsibility for financing decisions resides in authority, insulating it from political process
Funding for assets that continue to be under the control of the Commonwealth continues to be subject to legislative appropriations rather 
than through legally delineated for transportation, resulting in less certainty of financial sustainability 

Defined oversight and controls process
Performance management elements designed into new model, including enterprise wide evaluation of goals achievement, linked to the 
enterprise wide plan
Reduced control because not all under one entity

Alignment by financing source helps to ensure the new transportation entity has capacity to raise revenue from the assets it is responsible 
for maintaining
Model allows for improved public policy making, including equity issues across geographies and the impact of mobility on the environment 
and economy
Failure to consolidate roads and bridges under a single entity will likely result in less effective road and bridge policy implementation

3 Accountability

5 Effectiveness
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Though Option 4 allows for major cost reduction opportunities, establishing, 
enforcing, and maintaining accountability will be challenging 

# Criteria Pros of Option 4 Cons of Option 5

1

2

3

4

5

Policy 
Coordination

Very strong coordination for transportation only policymaking through 
EOT

Supports various levels of policy coordination driven by EOT 

Better for statewide policy coordination with MassHighway within EOT, 
but worse off for transportation policy implementation since roads and 
bridges are bifurcated in this model under two separate entities with 
financial responsibility for different assets

Financing 
Strength and 

Flexibility

Commonwealth has strong credit options for financing state-owned 
assets

New single transportation entity financially responsible for only those 
assets for which it has the power to collect tolls and fares

Would not allow for any more existing broad-based transportation taxes 
(new to the authorities) dedicated by the Commonwealth to the new 
single transportation entity translating into poorer credit strength than 
other options for the new single transportation entity

Funding for assets that continue to be under the control of the 
Commonwealth continues to be subject to legislative appropriations 
rather than legally dedicated for transportation resulting in less certainty 
of financial stability 

Accountability

Retaining current state-owned transportation assets at the 
Commonwealth will have these assets subject to direct control of
publicly elected officials 
Defined oversight and controls process
Performance management elements designed into new model, 
including enterprise wide evaluation of goals achievement, linked to the 
enterprise wide plan

New transportation entity not subject to direct control of publicly elected 
officials

Efficiency

Allow for major cost reduction opportunities to materialize, including 
degrees of shared services

To some degree, allow for efficiencies through merging of all existing 
authorities (with the exception of Massport in some of the options)

By maintaining roads and bridges separately in 2 different bureaucratic 
entities, lean operating principles and opportunities for cost reduction 
are missed

Effectiveness Consolidation of the Pike and the MBTA/RTAs should result in more 
effective management of resources

Failure to consolidate road and bridge entities will likely result in less 
effective road and bridge policy implementation
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Governance Option 5
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Option 5 presents another iteration of Option 4 by consolidating all the current 
authorities, including Massport, into the new single transportation entity
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Roles and responsibilities in Option 5 remain similar to today’s model, since only the 
authorities are restructuring
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Governor

Legislature
Board Chair of Single Transportation Entity 
(Secretary of Transportation)

Board of Single Transportation Entity

Staff of Single Transportation Entity

ANF

EOTPW

Roads and Bridges

Aviation

Motor Vehicles

Public Transit

Massport

Planning Finance
Under this model, the Transportation 
Trust Fund under the control of the new 
transportation entity will not have all 
transportation-related revenues; those 
currently collected by the state will 
continue to be retained by the state

Although the Governor and Legislature are shown as playing a role in many of the same categories that the new transportation entity is shown as playing, it should 
be noted that they have the same responsibilities, but with respect to different assets under this governance option
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Option 5 proposes less change in governance than Options 1-3, but adds Massport to 
the authority consolidation and, without the integration of roads and bridges, it 
misses the opportunity to organize and operate along transportation modes

# Criteria Key Observations on Option 5

4 Efficiency Shared services reduces administrative inefficiencies and cost
Less operational efficiency due to lack of complete roads / bridges merger as some roads are under Massport’s administration

Other Considerations

Degree of Change / 
Implementation Complexity

Consolidation requires elimination of the Pike and the MBTA / RTAs, as separate entities
Retention of state-owned assets at state rather than merging all road and bridge entities into an independent authority results in significantly 
less change and complexity; however, proposal that attempts to merge road and bridge entities may be difficult to “sell”

1 Policy Coordination

Centralized planning under EOTPW, but Commonwealth and new transportation entity financially responsible for different transportation 
assets making consistent implementation of coordinated policy more difficult
Lack of overall planning commission above both the new single transportation entity and EOT
Defined planning process
Merged entities facilitate needed coordination and collaboration
While adding Massport to the new single transportation entity helps with coordination of airport and surface transportation, a change in 
governance structure is not necessary to achieve this level of coordination

2 Financing Strength 
and Flexibility

Financing authority 
Transportation fund allows for authority to receive/distribute funds based on integrated plan for current Pike and MBTA/RTA assets; fund will 
not receive transportation revenues currently collected and expected by the state
Potential for Massport cross-subsidization with MassPike roads that are brought under its administration (must resolve legal interpretation 
regarding the grandfather clause)
Adding Massport to the new single transportation entity may hold some financing benefits and fund cross-subsidization improvement for Pike 
and MBTA asset, but the ability and degree depends on the extent of Massport’s additional revenues and legal ability to transfer funds for 
Pike and T use

Defined oversight and internal controls processes

Financing mechanisms still not isolated from political influences
Model allows for improved public policy making, including equity issues across geographies and the impact of mobility on the environment 
and economy
Failure to consolidate roads and bridges under a single entity will likely result in less effective road and bridge policy implementation

3 Accountability

5 Effectiveness
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Financial standing of the new transportation entity by including Massport could improve, 
but opportunities for cost savings and efficiency gains are missed by leaving the 
administration and operations of roads and bridges under separate agencies

# Criteria Pros of Option 5 Cons of Option 5

1

2

3

4

5

Policy 
Coordination

Strong coordination of transportation policymaking across different 
modes by single authority comprised of revenue-making entities with all 
related assets centralized

Supports various levels of policy coordination driven by EOT 

Better for statewide policy coordination with MassHighway within EOT, 
but worse off for transportation policy implementation since roads and 
bridges are bifurcated in this model under two separate entities with 
financial responsibility for different assets

Airport and surface transportation are different enough in nature that it 
might make sense to keep them separate for purposes of developing 
and implementing policy

Financing 
Strength and 

Flexibility

Commonwealth has strong credit options for financing state-owned 
assets

New single transportation entity financially responsible for only those 
assets for which it has the power to collect tolls and fares

Would not allow for any more existing broad-based transportation taxes 
(new to the authorities) dedicated by the Commonwealth to the new 
single transportation entity translating into poorer credit strength than 
other options for the new single transportation entity

Limits financial flexibility and innovation through the continued 
separation of road and bridge operations

Accountability Defined oversight and controls process New transportation entity not subject to direct control of publicly elected 
officials

Efficiency

Allow for major cost reduction opportunities to materialize, including cost 
savings degree of shared services

To some degree, allows for efficiencies through merging of all existing 
authorities, including Massport

Allows for potential shared services across all roads and bridges even if 
MassHighway is under the Commonwealth and MassPike is under the 
new single transportation entity 

By maintaining roads and bridges separately in two different bureaucratic 
entities, lean operating principles and opportunities for cost reduction are 
missed

Effectiveness

Consolidation of the Pike and the MBTA/RTAs should result in more 
effective management of resources

Does not promote equity across regions and different transportation 
modes by continuing to subject MassHighway to legislative 
appropriations

Airport operations and surface transportation operations are so different 
that having one board responsible for both may make it less effective 
than having two separate, more focused boards governing air and 
surface transportation

Failure to consolidate road and bridge entities will likely result in less 
effective road and bridge policy implementation
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Governance Implications of Integrating Massport
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Massport’s inclusion potentially promotes multi-modal policy coordination and 
economic development, as well as additional cost reduction opportunities (compared 
to all other options), but could also potentially constrain Federal funding

# Criteria Pros of Massport Integration Cons of Massport Integration

1

2

3

4

5 Effectiveness

Presents a great degree of flexibility and long-term strategic benefit in its 
ability to change along with demographic shifts, economic conditions, and 
macro-level changes in transportation governance with less reliance for 
effectiveness on individual leaders and moreso on institutional governance 

Positively impacts the Commonwealth’s transportation network and assets 
in terms of arguments for multi-modal transportation planning, regional (if 
not global) mobility, and the “total customer experience” concept for 
moving people and goods

To some degree, independence and political insulation is not as strong 
when compared to other governance options that exclude the direct 
integration of Massport because of the changes to its current board 
chairperson process / structure (i.e., while the Secretary of Transportation 
currently sits on Massport’s board, s/he does not serve as the Chair; in the 
new single transportation entity, a single individual would serve as the 
Chair of all modes)
Massport loses a board exclusively focused on airport operations and 
funding (given the unique and complicated issues of running a major 
international airport)

Policy 
Coordination

Presents strong potential for enhanced policy coordination since
enforcement can take place through a single set of internal controls, other 
policies, procedures, and performance measures

Potential reduction or loss of key decision-making powers currently held by 
Massport as an independent authority

Financing 
Strength and 

Flexibility

Potential ability to cross-subsidize additional funds generated by Massport 
into the new transportation fund or trust fund established by the new single 
transportation entity (but these assets could also be acquired without a 
reorganization of Massport)
Significant revenue enhancements to potentially fund other or related 
transportation needs, initiatives, projects, and so on (including those tying 
transportation closely to broader economic development objectives of the 
Commonwealth)

Conclusive, agreed upon legal interpretation remains unresolved with 
regard to the impact a governance restructuring would have upon 
Massport’s current “grandfathered” status under federal aviation law which  
allows Massport to “divert” airport revenue to “off-airport” uses (such as the 
seaport) or to other financial obligations (both debt and operating) on a 
consolidated basis

Accountability

Massport leadership and management becomes accountable to the same 
body that governs all other modes of transportation in Massachusetts 
thereby strengthening accountability through improved transparency and 
streamlined and standardized policies, procedures, and performance 
measures

Accountability is significantly increased for a set of transportation assets 
and finances for which a single entity would be responsible – increased 
risk is assumed with the increased accountability and responsibility, and 
optimal risk management is somewhat dependent on the detailed 
implementation factors of a new governance model

Efficiency

Direct integration of Massport into the Commonwealth’s new single 
transportation entity presents material cost reduction opportunities through 
lean operations principles (mostly within policy and administrative 
functions; not so much within operations given the non-surface aspects of 
aviation and seaport operations)
The direct integration of Massport creates an environment for optimal 
collaboration – uniquely so as it would be subject to the internal controls, 
policies, procedures, and performance expectations of the new single 
transportation entity

The potential efficiency gains realized through a direct integration of 
Massport into the new single transportation entity are relatively “smaller”
than those presented by other governance options, particularly in light of 
the unique aspects of Massport’s operations (e.g., non-surface transit; 
extensive relationships with commercial airlines, retailers; aviation-specific 
regulations at the federal level)
Assuming most of the efficiency gains would be through an administrative 
integration, the “cost” or investment of an organizational merger of this 
magnitude may potentially outweigh the benefits (which could be achieved 
through alternative means such as service level agreement, inter-agency 
agreements, other contract vehicles, Centers of Excellence concept, or 
extended shared services)
A governance model with the direct integration of Massport is not 
necessarily the most efficient option because major redundancies do not 
currently appear to exist between Massport operations and the operations 
of other transportation entities (air vs. surface transportation)
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Implementation Considerations 
and Next Steps
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There are three key lessons learned from prior state government transformation 
efforts

1. Many large transformation efforts start off with insufficient articulation of expected financial results
– Detailed business cases are non-existent

– Business cases do not address all relevant business benefit types 
(budget, revenue, material hidden costs, asset efficiency, capability development, risk mitigation)

– Business cases do not account for all relevant costs 
(one-time / project vs. ongoing / operational)

2. The operational improvements required to create financial results often haven’t been defined or 
linked directly to project activities

– Little or no explanation of expected operational changes

– Little or no explanation of how the project will create these operational changes

3. There is frequently no responsibility assigned for ensuring operational changes actually take place 
– Project team is responsible for implementing systems and processes that enable change

– Nobody is clearly responsible for making sure ongoing operational changes materialize 
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There are specific actions the Commonwealth can begin taking today to help 
overcome these challenges

1. Define, clarify and confirm expected financial results
Define relevant, measurable financial metrics

Establish baselines and achievable targets for the financial metrics 

2. Define, clarify and confirm required operational improvements
For each financial metric, define the relevant operational / process metrics that will drive it

Establish baselines and achievable targets for the operational / process metrics

3. Define the project steps that will affect each operational improvement 
Describe what will change at an operational / process level that will improve effectiveness / efficiency

Explain why those changes are expected to create the effectiveness / efficiency improvements

4. Establish buy-in and ownership of the operational changes
Ensure operational leaders agree the operational changes will drive better operational performance

Assign responsibility to operational leaders for making sure the operational changes take place

5. Actively manage the delivery of business benefits
Monitor and manage the execution of expected operational changes

Measure and manage progress against operational and financial targets
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Effective prioritization of projects is critical to success; prior to implementation, the 
Commonwealth must make key “go / no-go” decisions

1 Set targets
- Investment mix
- Value drivers to be supported
- Accepted risk level
- Organization constraints

Define prioritization model
- Define criteria to assess risk and value
- Define scales for each criteria
- Define criteria weight for each investment type

2

INNOV. GROWTH

PRODUCTIVITY

MAINTENANCE

GROWTHINNOV. GROWTH

PRODUCTIVITY

MAINTENANCE

GROWTHINNOV. GROWTH

PRODUCTIVITY

MAINTENANCE

GROWTHINNOV. GROWTH

PRODUCTIVITY

MAINTENANCE

GROWTH

Score projects
- Sort depending on the investment types
- Apply the prioritization model
- Map on the targeted value drivers

3

Build the finalized list of projects
- Document projects using project templates
- Group projects in programs

4 Prioritize and filter projects
- Select high value / low risk
- Keep blocks aligned with value drivers
- Build your portfolio
- Apply constraints cut-offs

5

Refine 
and update 
as needed

IN: Building Blocks

OUT: Projects
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Program Management has evolved as a discipline and can help the Commonwealth 
manage its portfolio of projects

Portfolio Management

Program Management

Project Management

Program Management focus:

• Sequencing and interdependencies

• Risks, issues, resources and results

• Communication, reporting and enrollment

• Developing standard methodologies and tools

Portfolio Management

Program Management

Project Management

Portfolio Management

Program Management

Project Management

Project Management focus:

• Execution and quality

• Time and cost

• Staff and resources for the project

• Utilizing standard methodologies and tools

Portfolio Management focus:

• Relating investments and initiatives to strategy

• Prioritizing programs and projects

• Business case and funding decisions

• Long term perspective
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Define WBS for Program and projects and define program schedule with interdependencies and 
linkages.

Develop and establish communications framework.

Facilitate capability transfer to staff  through coaching, training and developing enterprise 
approach to share lessons learned and knowledge.

Define issue management process and issue resolution metrics.

Develop a program organization, governance structure and HR strategies appropriate to the 
program and cultural needs.  Build executive sponsorship.

Develop program budget process and build program resource plans. Identify resource sharing 
approaches.

Establish program scope, define change control process and metrics.

Work Planning &
Scheduling

Communication &
Mgmt Reporting

Capability / 
Knowledge Mgmt

Issue 
Management

Organizational
Management

Cost & Financial 
Management

Scope 
Management

PM
O

 D
im

en
si

on
s

Identify program procurement requirements and manage evaluation / selection process of 
vendors and contracts.

Procurement
Management

Define and support processes for on-boarding staff and managing infrastructure.Logistics 
Management

Define processes to manage key internal and external risks to protect the integrity and outcome 
of the program.

Risk
Management

Quality
Management Define quality management standards for program and monitor adherence to standards.

Develop and maintain program Business Case and track benefits realization for the program.Benefits
Realization

Legislative 
Management

Monitor legislative changes and impacts to ensure that consistent standards are applied across 
the program.

Typical functions of a Program Management Office (PMO) or ‘war room’ established to 
monitor and support project execution



- 107 -DRAFT FOR DISCUSSION PURPOSES ONLY

Value of a PMO
Challenges of Managing Multiple 

Concurrent Projects

A PMO is not an administrative overhead, but a series of formalized processes to 
enable the effective monitoring across multiple projects, to facilitate the rapid 
escalation of critical issues, and to support Project Managers and drive accountability

• Improved reporting provides leadership with visibility 
into true project status (progress, schedule, budget, 
etc.)

• Formalized and standardized processes drive rapid 
escalation and early resolution of project issues and 
risks 

• Allows leadership to understand the inter-relationships 
between projects (e.g., demand on shared staff of 
conflicts in scope)

• Provides escalation mechanism, common 
methodology, tools and templates to assist Project 
Managers in delivering their project

• Provides centralized mechanism to support 
communications and change management with all 
stakeholders

• Drives accountability for project execution

• Ineffective status reporting where progress reports are 
taken at ‘face value’ and real issues are not 
‘uncovered’

• Lack of effective communication and coordination to 
leadership and across projects causes confusion, 
duplication and delays in issue identification and 
resolution

• Inter-dependencies between projects not identified and 
managed

• Inconsistent approaches to project management 
resulting in rework

• Poor stakeholder support and change ‘backlash’

• Lack of accountability for project milestones, 
deliverables and outcomes
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An “executive dashboard” is a typical PMO tool tailored to a specific program 
providing visibility into true project status
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A well-run PMO supports an integrated and summarized view of project status and 
schedule

Example for illustration only
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Generate reports to 
communicate your portfolio to 
executives and project 
managers

Portfolio management is the discipline of prioritizing, grouping and sequencing 
projects into a program, and for managing outcomes

Set up
Portfolio

Develop
Prioritization

Model
CollectCollect
ProjectProject

InformationInformation
Collect
Project

Information

Analyze Analyze 
PortfolioPortfolio

Analyze
Portfolio 

PrioritizePrioritizePrioritize
Project &
Programs

Communicate
& Report

Deploy &
Execute
Portfolio

Monitor
Programs
& Projects

Monitor
Changes

Periodically establish the baselines 
for the portfolio initiative (e.g. 
information requirements, 
performance measures, KPI baseline 
and targets and contingency 
management strategy)

Develop and weight value 
and risk criteria used in the 
prioritization process. 
Establish thresholds and 
constraints

Assess the value 
and the risk of 
each program and 
produce a 
prioritized list of 
projects with 
suggested cut-offs

Execute your portfolio 
based on the prioritized 
plan

Completed per initiative sponsors

Team Established/ 
Well Underway

Target Identified

$x$x

$x

$x

$x

$x

Revised Original

Target Identified
Team Established/ Well Underway
Completed per Initiative Sponsors

Translates to a 
$x MM annual 
run rate 

Benefit Tracking Report

Time

EB
IT

D
A

 Im
pa

ct
 ($

M
)

FY03 Opportunity

FY05 Target - ΔEP=$200M    ΔEBITDA=$330M

Gather project information 
using a standard project 

template

Create a prioritized 
list of projects in 
compliance with 
constraints and 
thresholds

Track benefits, costs, resources, strategic 
alignment and more using a dashboard with 
performance indicators for the portfolio, the 
programs and the projects

Track changes in your 
projects and in your 
external environment
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Critical success factors:  there are several key attributes of a successful 
organizational transformation

Visible and consistent executive leadership involvement

Adopting an enterprise-wide perspective

Building a strong imperative to change

Building a change imperative independent of organization boundaries and traditional intra-organizational metrics

Adhering to a strong business process methodology

Paying particular attention to governance issues as these sometimes are significant barriers

Focusing on the big, “move the needle” improvements which will lead to major organizational effectiveness improvements

Driving organizational transformation off strong business cases

Focusing on organizational re-design and changes in people’s responsibilities

Approaching transformation in multiple phases

Having a willingness to consider mid-course corrections

Tracking derived benefits

Communicating benefits to all stakeholders via updates to the business case to elicit increased levels of support

Celebrating successes
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Appendix A 
Detailed Calculations and Other Data for Cost Savings Estimates
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Appendix A  >  Detailed Calculations
Excel Spreadsheet

To access the full interactive spreadsheet containing all the detailed calculation formulas and key data pieces provided to the project team, please click the Excel 
file icon displayed below:  

Detailed Calculations 
Spreadsheets
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Appendix A  >  Detailed Calculations 
MBTA Retirement Fund – Prospective Changes to Plan Design / Fund Administration

Plan Values Plan Values Plan Values

Present Value of Future Benefits 2,229$             2,229$             Year 1: $ 0 2,220$             Year 1: $ 4 2,151$             Year 1: $ 28
Expected Employee Contribution 13$                  13$                  16$                  32$                  
Expected MBTA Contribution 31$                  31$                  20 Years: $ 119 27$                  20 Years: $ 192 3$                    20 Years: $ 558

Plan Values Plan Values Plan Values

Present Value of Future Benefits 2,229$             2,229$             Year 1: $ 0 2,181$             Year 1: $ 5 1,703$             Year 1: $ 31
Expected Employee Contribution 13$                  13$                  13$                  13$                  
Expected MBTA Contribution 31$                  31$                  20 Years: $ 109 26$                  20 Years: $ 180 -$                     20 Years: $ 717

Plan Values Plan Values Plan Values

Present Value of Future Benefits 2,229$             2,229$             Year 1: $ 0 2,265$             Year 1: -$ 4 2,774$             Year 1: -$ 66
Expected Employee Contribution 13$                  13$                  13$                  13$                  
Expected MBTA Contribution 31$                  31$                  20 Years: -$ 203 34$                  20 Years: -$ 257 96$                  20 Years: -$ 964

Plan Values Plan Values Plan Values

Present Value of Future Benefits 2,229$             2,229$             Year 1: $ 0 2,229$             Year 1: $ 3 2,229$             Year 1: $ 19
Expected Employee Contribution 13$                  13$                  16$                  32$                  
Expected MBTA Contribution 31$                  31$                  20 Years: $ 176 28$                  20 Years: $ 236 12$                  20 Years: $ 505

Assumptions
- Demographics for current actives and inactives are based on 12/31/2005 MBTA Retirement Fund Actuarial Valuation Report
- New entrant characteristics:  age 40, starting salary $40K
- Return on assets:  7.5%
- 1/1/06 Assets of the Fund for purposes of developing contributions:  $1,835,223,600 (from 12/31/2005 MBTA Retirement Fund Actuarial Valuation Report)
- Actuarial Cost Method:  Entry Age Normal
- Withdrawal, Retirement, Disability and Death assumptions from 12/31/2005 MBTA Retirement Fund Actuarial Valuation Report
- Salary increases:  5% per year

** Elimination of “23 and out” combined with implementation of “55&10” early retirement eligibility for future actives will result in an increase in plan liabilities of ~4% over 20 yrs 

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

* Grandfathered population, for purposes of this analysis, includes all current actives who are at least age 40 or have 10 years of service as of 1/1/06.  "Non-Grandfathered" refers to all other current actives.

Current MBTA PlanApproximate Plan Values
($ in millions)

Approximate Plan Values
($ in millions) Current MBTA Plan

Approximate Plan Values
($ in millions) Current MBTA Plan

Approximate Plan Values
($ in millions) Current MBTA Plan

Scenario 1(a):  future actives participate in State 
Plan; all others participate in Current MBTA Plan

Scenario 2(a):  eliminate "23 and out" for future 
actives; all others participate in Current MBTA 
Plan**

Scenario 3(a):  implement "55&10" early retirement 
eligibility for future actives; all others participate in 
Current MBTA Plan**

Scenario 4(a): increase EE contributions to State 
level for future actives; all others participate in 
Current MBTA Plan

Scenario 1(b):  future actives and non-
grandfathered current actives participate in State 
Plan; all others participate in Current MBTA Plan

Scenario 2(b):  eliminate "23 and out" for future 
actives and non-grandfathered current actives; all 
others participate in Current MBTA Plan

Scenario 3(b):  implement "55&10" early retirement 
eligibility for future actives and non-grandfathered 
current actives; all others participate in Current 
MBTA Plan

Scenario 4(b):  increase EE contributions to State 
level for future actives and non-grandfathered 
current actives; all others participate in Current 
MBTA Plan

Estimated cash 
savings/(increase)

Estimated cash 
savings/(increase)

Scenario 1(c):  future actives and all current actives 
participate in State Plan

Scenario 2(c):  eliminate "23 and out" for future 
actives and all current actives

Scenario 3(c):  implement "55&10" early retirement 
eligibility for future actives and all current actives 
participate in "55&10" early retirement eligibility

Scenario 4(c):  increase EE contributions to State 
level for future actives and all current actives

Estimated cash 
savings/(increase)
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Summary of Estimated Savings – Health and Welfare

Note: Totals for each column are additive and do not double count as each population slice stands on its own.  However, the Totals columns on the right of each table 
overstate savings estimates due to the interaction of the various savings opportunities.  However, we cannot estimate the true totals, as we do not know which of the 
savings opportunities will be adopted.

See also notes in business cases regarding medical and prescription drug trend sensitivity analysis.  To the extent the starting or ultimate trends differ from projected, 
savings may be greater or less than those shown above.

New hires assumed to be slightly younger than the average age of current employees (due to lottery hiring system for some positions).  If hiring profile is significantly 
younger, savings for new hire group will decrease by 2% for every 10 years younger than age 40.

$ in millions Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions Alternative
Adopt Current State Plan 

Designs
Administrative Fee 

Reductions
Adopt State 

Waiting Periods
Proposed State 
Contributions Total

Current State 
Contributions

Current Actives Only $2.3 - $3.8 / $50 - $90 $0.6 - $0.8 / $9.0 - $13 -- $2.4 - $5.6 / $50 - $130 $5.3 - $10.2 / $109 - $233 $2.0 - $4.0 / $50 - $90

Current Retirees $1.3 - $2.3 / $20 - $40 $0.2 - $0.4 / $2.0 - $3.0 -- $6.1 - $7.9 / $130 - $150 $7.6 - $10.6 / $152 - $193 $1.3 - $2.6 / $20 - $50

Current Actives Upon 
Eventual Retirement $0.0 - $0.0 / $20 - $40 $0.0 - $0.0 / $3.0 - $5.0 -- $0.0 - $0.0 / $90 - $120 $0.0 - $0.0 / $113 - $165 $0.0 - $0.0 / $20 - $40

Future New Hires While 
Active $0.0 - $0.0 / $50 - $80 $0.0 - $0.0 / $8.0 - $12 $0.0 / $20 $0.0 - $0.0 / $50 - $110 $0.0 - $0.0 / $128 - $222 $0.0 - $0.0 / $40 - $80

Future New Hires Upon 
Eventual Retirement $0.0 - $0.0 / $2.0 - $3.0 $0.0 - $0.0 / $0.2 - $0.4 -- $0.0 - $0.0 / $5.0 - $8.0 $0.0 - $0.0 / $7.2 - $11.4 $0.0 - $0.0 / $1.0 - $3.0

All Groups $3.6 - $6.1 / $142 - $253 $0.8 - $1.2 / $22.2 - $33.4 $0.0 / $20 $8.5 - $13.5 / $325 - $518 $12.9 - $20.8 / $509.2 - $824.4 $3.3 - $6.6 / $131 - $263

Scenario 2:  MBTA Employees Remain in an Independent Authority

$ in millions Strategic Medical Plan 
Redesign

Administrative Fee 
Reductions

Adopt State 
Waiting Periods

Increase Employee 
Contributions

Carveout Prescription Drug 
Administration

Total

Current Actives Only $3.8 - $7.7 / $90 - $170 $0.2 - $0.3 / $3.0 - $5.0 -- $2.0 - $4.0 / $50 - $90 $0.3 - $0.8 / $10 - $20 $7.5 - $18 / $175 - $382

Current Retirees $2.6 - $5.0 / $50 - $90 $0.1 - $0.2 / $0.8 - $1.4 -- $1.3 - $2.6 / $20 - $50 $0.5 - $1.2 / $10 - $30 $4.5 - $9.0 / $80.8 - $171.4

Current Actives Upon 
Eventual Retirement

$0.0 - $0.0 / $40 - $80 $0.0 - $0.0 / $1.0 - $2.0 -- $0.0 - $0.0 / $20 - $40 $0.0 - $0.0 / $10 - $20 $0.0 - $0.0 / $71 - $142

Future New Hires While 
Active $0.0 - $0.0 / $80 - $150 $0.0 - $0.0 / $3.0 - $5.0 $0.0 / $20 $0.0 - $0.0 / $40 - $80 $0.0 - $0.0 / $10 - $20 $0.0 - $0.0 / $153 - $275

Future New Hires Upon 
Eventual Retirement $0.0 - $0.0 / $3.0 - $5.0 $0.0 - $0.0 / $0.1 - $0.2 -- $0.0 - $0.0 / $1.0 - $3.0 $0.0 - $0.0 / $0.4 - $1.0 $0.0 - $0.0 / $4.5 - $9.2

All Groups $6.4 - $12.7 / $263 - $495 $0.3 - $0.5 / $7.9 - $13.6 $0.0 / $20 $3.3 - $6.6 / $131 - $263 $0.8 - $2.0 / $40.4 - $91 $12 - $27 / $484.3 - $979.6

Year 1 Savings  / Savings over 20 Years 

--

--

--

Dependent Audit & Eligibility 
Review

$0.4 - $1.2 / $2.0 - $7.0

--

Require Spouses Elect 
Other Coverage

$0.8 - $4.0 / $20 - $90

--

$0.4 - $1.2 / $2.0 - $7.0

--

--

--

$0.8 - $4.0 / $20 - $90
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Scenario 1 – High Level Comparison of MBTA to State (GIC) Medical Plans

Active Employees and Pre-Medicare Retirees Medicare Eligible Retirees

Plan Feature
MBTA Active and 

Pre-65 Retiree Plans 
(BlueCare Elect PPO)

State (GIC) Active Plans 
(example is Tufts Navigator)

MBTA Retiree Plan (Medex) 
for Post-65 Retirees

State (GIC) Medicare 
Indemnity Plan 

(with Catastrophic Illness 
Coverage - CIC)

Individual Deductible 
(In-network/Out-of-network)

None / $250 None / $150 None $35

Out-of-Pocket Maximum 
(In-network/Out-of-network)

None / $1,000 None / $3,000 None $500

Office Visit Copay (PCP) $5 $15 $0 $0-$5 after deductible

Office Visit Copay (Specialist) $5 $15 - $25 $0 $0-$5 after deductible

Emergency Room $25 $50 $0 $25

Inpatient Stay $0 $150-$500 (max 4 copays/yr) $0 $50 copay per quarter

Outpatient Surgery   (Facility 
Charges)

$0 $75 $0 $0

Retail Prescriptions $3/$4 (generic/brand) $10/$20/$40 
(Generic/Preferred/NonPreferred)

$35 deductible/quarter
Generic: $0 / Brand: 20%

$7/$20/$40*
(Generic/Preferred/NonPreferred)

Mail Order Prescriptions $5 $20/$40/$90 $2/$10 (generic/brand) $14/$40/$90

Percent of Enrollment 54% of MBTA Actives and Pre-
65 Retirees

31% of GIC Actives and 
Pre-Medicare Retirees 96% of MBTA Post-65 Retirees 91% of GIC Medicare Retirees

Note: The State retirees are noted as “Pre-Medicare” and “Medicare” retirees rather than “Pre-65” and “Post-65” due to the GIC’s decision to “opt out” of the Medicare program prior 
to the mid-90s.  As such, many of the State’s post-65 retirees are not eligible for Medicare and are thus enrolled in the active plans. 

*Some generic drugs are available for $2 instead of $7 (statins, h-2 antagonists) and others $10 for specialty drugs filled through Curascript.
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Scenario 1 – Shift MBTA Employees into State Plans and Eligibility Provisions

Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions: Plan Design Savings Estimates
2008 2008 20 Year Savings Estimate

Cost PEPY* Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $13,456 $76,656,144 $50,000,000 $90,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,609 $50,483,824 $20,000,000 $40,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $20,000,000 $40,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $50,000,000 $80,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $2,000,000 $3,000,000

Total -- $127,139,968 $142,000,000 $253,000,000
*As reported by MBTA finance (Includes claims only)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).

Plan Design Savings Assumptions
Group Low High
Actives 3% 5%
Pre-65 Retirees 3% 5%
Post-65 Retires 1% 3%

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims only) $13,456 $18,644 $24,950 $33,389 $44,682 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 5% 5% 5% 5% 5% 5%

Total Savings $3,832,942 $4,499,454 $4,502,008 $4,181,746 $3,348,088 $90,000,000

* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

Savings calculations associated with the adoption of the State (GIC) medical plan designs
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Scenario 1 – Shift MBTA Employees into State Plans and Eligibility Provisions

Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions: Reduced Administrative Fee Savings Estimate
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $9,000,000 $13,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $2,000,000 $3,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years $3,000,000 $5,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years $8,000,000 $12,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years $200,000 $400,000

Total $22,200,000 $33,400,000
*As reported by MBTA finance

Assumptions
1) Trend Assumption: Flat 4% administrative trend over 20 years.
2) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
3) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
4) Only accounts for administrative fees savings for Actives and Pre-65 retirees. Post-65 retirees are assumed to have no savings due to already low administrative costs.

PEPM Administrative Fee Savings Assumptions
Group Low High
Actives $8 $12
Pre-65 Retirees $8 $12
Post-65 Retires $0 $0

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPM Admin Savings $12.00 $14.04 $14.04 $14.04 $14.04 130,000,000
2 Annualized PEPM Admin Savings $144 $168 $168 $168 $168 --
3 Headcount 5,697 4,585 3,253 2,126 1,217 130,000,000

Total Savings $820,368 $772,387 $547,999 $358,145 $205,015 $13,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

Not Applicable

Savings calculations associated with the reduction in administrative fees due to the purchasing power of the GIC
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Scenario 1 – Shift MBTA Employees into State Plans and Eligibility Provisions

Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions: Increase Benefits Waiting Period
2008 2008 20 Year Savings Estimate**

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $0 $0
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 ` $0 $0
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $0 $0
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $20,000,000 $20,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $0 --

Total -- $79,830,747 $20,000,000 $20,000,000
*As reported by MBTA finance (includes claims and administrative fees)
*Low and High are Equal for this scenario

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Incremental headcount is assumed full time participating employees

Benefits Waiting Period Assumptions*
Group Current Period New Period
Actives First Day of Work 2.5 Months First of the month following 60 days of employment
Pre-65 Retirees N/A N/A
Post-65 Retires N/A N/A
*Low and High are Equal for this scenario

Sample 20 Year Savings Estimate for Future New Hires While Active*
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Incremental Headcount Each Year 0 270 277 229 185 --
3 Average Age 40.0 40.0 40.0 40.0 40.0 --
4 Aging Factor 0.93 0.93 0.93 0.93 0.93 --
5 Savings Assumption (2.5months/12*0.85) 18% 18% 18% 18% 18% 18%

Total Savings $0 $866,289 $1,189,345 $1,315,809 $1,422,521 $20,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

Savings calculations associated with the adoption of the State (GIC) waiting period for employee benefits for full-time employees 
(first of the month following 60 days of employment)
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Scenario 1 – Adopt Proposed State Employee Contribution Levels

Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions: Proposed State Contributions Savings Estimates
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $50,000,000 $130,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 $52,869,745 $130,000,000 $150,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $90,000,000 $120,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $50,000,000 $110,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $5,000,000 $8,000,000

Total -- $132,700,492 $325,000,000 $518,000,000
*As reported by MBTA finance (includes claims and administrative fees)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Assumes all current and future MBTA actives and retirees move to the proposed salary banded GIC active contributions, pre-65 retiree contributions of 14%, and post-65 contributions
6) MBTA salary, by employee, was not available at the time of this study.  For purposes of estimated the value of contributions under the proposed salary-related methodology, we assu

following: 18% of population earns <$35k, 26% earns $35k-$50k, and 56% earns $50k or more

Contribution Savings Assumptions Incremental Change
Group Current Contrib Low Increase High Increase
Actives 15% 3% 7%
Pre-65 Retirees 0% 10% 14%
Post-65 Retires 0% 15% 17%

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 7% 7% 7% 7% 7% 7%

Total Savings $5,588,244 $6,559,987 $6,563,710 $6,096,785 $4,881,352 $130,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

Proposed State contribution levels apply to active employees and are based on salary.  Employees earning less than $35,000 would contribute 15%, 
between $35,000 and $50,000 would contribute 20%, and $50,000+ would contribute 25%. This scenario also assumes that MBTA retirees contribute 

at the current State levels as no change is proposed for State retirees.
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Scenario 1 – Adopt Current State Employee Contribution Levels

Scenario 1:  Shift MBTA Employees Into State Plan and Eligibility Provisions: Current State Contributions Savings Estimates
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $50,000,000 $90,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 $52,869,745 $20,000,000 $50,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $20,000,000 $40,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $40,000,000 $80,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $1,000,000 $3,000,000

Total -- $132,700,492 $131,000,000 $263,000,000
*As reported by MBTA finance (includes claims and administrative fees)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Assumes contributions increase 5% for all current and future MBTA actives and retirees.
6) Low Scenario assumes half of MBTA employees remain at pre 1994 contribution level of 15% and retirees contributions increase the same as the active population.
7) High Scenario assumes a 5% contribution increase is applied to all actives and retirees (no grandfathering based on years of service).

Contribution Savings Assumptions
Group Current Contrib Low Increase High Increase
Actives 15% 2.5% 5%
Pre-65 Retirees 0% 2.5% 5%
Post-65 Retires 0% 2.5% 5%

Sample 20 Year Savings Estimate for Current Actives Only* 
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 5% 5% 5% 5% 5% 5%

Total Savings $3,991,603 $4,685,705 $4,688,364 $4,354,846 $3,486,680 $90,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

Savings assume MBTA adopts current State contribution levels for actives and applies the same incremental increase to retirees. The low estimate 
assumes contributions will be based on service whereas the high estimate presumes a simple 5% incremental increase.
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Scenario 2 – Consolidate Health Care Plans and Administrators

Scenario 2:  MBTA Employees Remain in an Independent Authority: Source Benefit Programs to Reduce Administrative Fees
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $3,000,000 $5,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $800,000 $1,400,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years $1,000,000 $2,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years $3,000,000 $5,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years $100,000 $200,000

Total $7,900,000 $13,600,000
*As reported by MBTA finance

Assumptions
1) Trend Assumption: Flat 4% administrative trend over 20 years.
2) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
3) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
4) Only accounts for administrative fees savings for Actives and Pre-65 retirees. Post-65 retirees are assumed to have no savings due to already low administrative costs.

PEPM Administrative Fee Savings Assumptions
Group Low High
Actives $3 $5
Pre-65 Retirees $3 $5
Post-65 Retires $0 $0

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPM Admin Savings $5.00 $5.85 $7.12 $8.66 $10.53 --
2 Annualized PEPM Admin Savings $60 $70 $85 $104 $126 --
3 Headcount 5,697 4,585 3,253 2,126 1,217 --

Total Savings $341,820 $321,828 $277,802 $220,893 $153,842 $5,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Not Applicable

Enrollment
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Scenario 2 – Carve-Out Pharmacy Management

Scenario 2:  MBTA Employees Remain in an Independent Authority: Carve Out Prescription Drugs to a Specialty Vendor
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $1,850 $10,540,769 $10,000,000 $20,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $2,231 $14,803,557 $10,000,000 $30,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $10,000,000 $20,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $10,000,000 $20,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $400,000 $1,000,000

Total -- $25,344,326 $40,400,000 $91,000,000
*As reported by MBTA finance (Includes prescription drug claims only)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Assumes Post-65 prescription drug spend is equal to 40% of claims cost. Post-65 retiree costs were not provided separately for medical and prescription drugs.

Prescription Drug Claims Savings Assumptions
Group Low High
Actives 3% 8%
Pre-65 Retirees 3% 8%
Post-65 Retires 3% 8%

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY ( drug claims only) $1,850 $2,564 $3,431 $4,591 $6,144 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 8% 8% 8% 8% 8% 8%

Total Savings $843,262 $989,897 $990,459 $920,000 $736,592 $20,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment



- 124 -DRAFT FOR DISCUSSION PURPOSES ONLY

Appendix A  >  Detailed Calculations
Scenario 2 – Redesign Medical Benefit Plan Designs

Scenario 2:  MBTA Employees Remain in an Independent Authority: Strategic Plan Design Savings Estimates
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $13,456 $76,656,144 $90,000,000 $170,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 $52,869,745 $50,000,000 $90,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $40,000,000 $80,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $80,000,000 $150,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $3,000,000 $5,000,000

Total -- $129,525,889 $263,000,000 $495,000,000
*As reported by MBTA finance (Includes claims only)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).

Plan Design Savings Assumptions
Group Low High
Actives 5% 10%
Pre-65 Retirees 5% 10%
Post-65 Retires 5% 10%

Sample 20 Year Savings Estimate for Current Actives Only* - High Scenario
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims only) $13,456 $18,644 $24,950 $33,389 $44,682 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 10% 10% 10% 10% 10% 10%

Total Savings $7,665,883 $8,998,907 $9,004,015 $8,363,493 $6,696,177 $170,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment

The redesign of the MBTA’s medical benefit plans may require designs that are less 
generous than the state plans in order to achieve a 5%-10% reduction in claim costs.
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Appendix A  >  Detailed Calculations
Scenario 2 – Increase Employee Contributions for Medical Coverage

Savings assume MBTA adopts current State contribution levels for actives and applies the same incremental increase to retirees. The 
low estimate assumes contributions will be based on service whereas the high estimate presumes a simple 5% incremental increase.

Scenario 2:  MBTA Employees Remain in an Independent Authority: Increase MBTA Contribution Savings Estimates
2008 2008 20 Year Savings Estimate**

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $50,000,000 $90,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 $52,869,745 $20,000,000 $50,000,000
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $20,000,000 $40,000,000
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $40,000,000 $80,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $1,000,000 $3,000,000

Total -- $132,700,492 $131,000,000 $263,000,000
*As reported by MBTA finance (includes claims and administrative fees)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Assumes contributions increase 5% for all current and future MBTA actives and retirees.
6) Low Scenario assumes half of MBTA employees remain at pre 1994 contribution level of 15% and retirees contributions increase the same as the active population.
7) High Scenario assumes a 5% contribution increase is applied to all actives and retirees (no grandfathering based on years of service).

Contribution Savings Assumptions
Group Current Contrib Low Increase High Increase
Actives 15% 2.5% 5%
Pre-65 Retirees 0% 2.5% 5%
Post-65 Retires 0% 2.5% 5%

Sample 20 Year Savings Estimate for Current Actives Only*
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 5% 5% 5% 5% 5% 5%

Total Savings $3,991,603 $4,685,705 $4,688,364 $4,354,846 $3,486,680 $90,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Incremental Increase

Enrollment
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Appendix A  >  Detailed Calculations
Scenario 2 – Harmonize Waiting Periods 

Scenario 2:  MBTA Employees Remain in an Independent Authority:Harmonize Eligibility Rules and Waiting Periods
2008 2008 20 Year Savings Estimate**

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $0 $0
2 Current Retirees 6,635 declining to 2,476 over 20 years $7,968 ` $0 $0
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $0 $0
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $20,000,000 $20,000,000
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $0 --

Total -- $79,830,747 $20,000,000 $20,000,000
*As reported by MBTA finance (includes claims and administrative fees)
*Low and High are Equal for this scenario

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) All future new hires that retiree within the 20 year projection period are assumed to be pre-65 retirees (due to the 23/out and 55/20 retirement rules).
5) Incremental headcount is assumed full time participating employees

Benefits Waiting Period Assumptions*
Group Current Period New Period
Actives First Day of Work 2.5 Months First of the month following 60 days of employment
Pre-65 Retirees N/A N/A
Post-65 Retires N/A N/A
*Low and High are Equal for this scenario

Sample 20 Year Savings Estimate for Future New Hires While Active*
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Incremental Headcount Each Year 0 270 277 229 185 --
3 Average Age 40.0 40.0 40.0 40.0 40.0 --
4 Aging Factor 0.93 0.93 0.93 0.93 0.93 --
5 Savings Assumption (2.5months/12*0.85) 18% 18% 18% 18% 18% 18%

Total Savings $0 $866,289 $1,189,345 $1,315,809 $1,422,521 $20,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment
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Appendix A  >  Detailed Calculations
Scenario 2 – Conduct a Dependent Eligibility Audit

Scenario 2:  MBTA Employees Remain in an Independent Authority: Conduct a Dependent Eligibility Audit
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $2,000,000 $7,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years N/A N/A $0 $0
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $0 $0
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $0 $0
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $0 --

Total -- $79,830,747 $2,000,000 $7,000,000
*As reported by MBTA finance (includes claims and administrative fees)

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) Assumes contributions increase 5% for all current and future MBTA actives and retirees.
5) Savings are only captured for a 5 year period as its assumed dependents would have dropped off the plan within five years.  If a dependent Audit is conducted

every five years then savings could be projected over 20 years

Dependent and Eligibility Savings Assumptions
Group Low High
Actives 1% of plan spend 1.5% of plan spend
Pre-65 Retirees N/A N/A
Post-65 Retires N/A N/A

Sample 20 Year Savings Estimate for Current Actives Only*
Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 5 Yr Total**

1 Trended PEPY (claims and admin) $14,013 $15,414 $16,802 $18,146 $19,416 --
2 Headcount 5,697 5,422 5,119 4,855 4,585 --
3 Average Age 46.0 46.7 47.3 48.0 48.6 --
4 Aging Factor 1.00 1.02 1.03 1.04 1.05 --
5 Savings Assumption 1.5% 1.5% 1.5% 1.5% 1.5%

$1,200,000 $1,300,000 $1,300,000 $1,400,000 $1,400,000 $6,600,000
* Other 20 years savings estimates follow the same methodology as illustrated above
**Total Differs from above and matrix due to rounding to the nearest million

Enrollment
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Appendix A  >  Detailed Calculations
Scenario 2 – Eligibility Rules:  Require Spouses to Elect Other Coverage if Available

Scenario 2:  MBTA Employees Remain in an Independent Authority: Require Spouses to Elect Other Coverage if Available
2008 2008 20 Year Savings Estimate

Cost PEPY Budget* Low High
1 Current Actives Only 5,697 declining to 1,217 over 20 years $14,013 $79,830,747 $20,000,000 $90,000,000
2 Current Retirees 6,635 declining to 2,476 over 20 years N/A N/A $0 $0
3 Current Actives Upon Eventual Retirement 0 increasing to 3,514 over 20 years N/A N/A $0 $0
4 Future New Hires While Active 0 increasing to 4,480 over 20 years N/A N/A $0 $0
5 Future New Hires Upon Eventual Retirement 0 increasing to 304 over 20 years N/A N/A $0 $0

Total -- $79,830,747 $20,000,000 $90,000,000
*As reported by MBTA finance

Assumptions
1) Trend Assumption: 10% declining by 1% per year for 4 years and then remaining at 6% for the remaining duration.
2) New hires (while active) have the same cost profile as current actives (average age = 46) adjusted to an average age of 40 to reflect a slightly younger hiring profile.
3) Headcount assumptions for the future populations, both active and retiree, are based on the August 2007 actuarial valuation for the MBTA (performed by Buck Consulting).
4) Assumes contributions increase 5% for all current and future MBTA actives and retirees.
5) Assumes spouses have the same cost profile and aging rate as employees. 
6) Assumes spouses retire and terminate at the same rate as active employees over the 20 year period

Spouse Elimination Savings Assumptions
Group Low High
Actives 1% of plan spend 5% of plan spend
Pre-65 Retirees N/A N/A
Post-65 Retires N/A N/A

Sample 20 Year Savings Estimate for Current Actives Only*
Yr 1 Yr 5 Yr 10 Yr 15 Yr 20 20 Yr Total

1 Trended PEPY (claims and admin) $14,013 $19,416 $25,983 $34,771 $46,531 --
2 Headcount 5,697 4,585 3,253 2,126 1,217 --
3 Average Age 46.0 48.6 50.6 52.0 53.2 --
4 Aging Factor 1.00 1.05 1.11 1.18 1.23 --
5 Savings Assumption 5.0% 5.0% 5.0% 5.0% 5.0%

$3,991,603 $4,685,705 $4,688,364 $4,354,846 $3,486,680 $90,000,000
* Other 20 years savings estimates follow the same methodology as illustrated above

Enrollment
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Appendix A  >  Detailed Calculations
Shared Services for Workers’ Compensation Claims and Employee Safety Administration

MBTA
Workers Compensation Costs $11,965,000 (1)

Low High
1. Combined agency expenditures (claims and safety management administration): 10% 15%
Annual Savings: $1,200,000 $1,790,000
20 Year Savings (assumes 4% trend) $35,730,000 $53,300,000

Low High
2. Savings for hard and soft fraud detection: 2% 3%
Annual Savings: $240,000 $360,000
20 Year Savings (assumes 4% trend) $7,150,000 $10,720,000

(1) Source: MBTA 2007 Financial Statements
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Appendix A  >  Detailed Calculations
Shared Procurement Services

Procurement Shared Services Business Case

Procurement Operating Costs

MHD# EOT#  MAC# RMV# EOTPW# MTA^ MBTA# MASSPORT# Total
[1] Current Procurement Spend# 796,616,756$          10,815,374$            175,509$                16,353,702$           823,961,341$         -$                         145,355,389$         85,698,666$           1,055,015,397$          

[2]
 Procurement FTE Fully Loaded Cost/ 
Procurement Operating Cost 1,188,000$              1,827,000$              31,000$                   -$                         3,046,000$              1,574,123$              8,284,014$              6,712,516$              19,616,653$                

[3] Current FTE 11 15 1 0 26$                         13 67 34 140                            
[4] Average Fully Loaded FTE Cost 108,000$                 126,000$                62,000$                  -$                        117,154$                121,086$                 123,642$                200,374$                N/A

[5]
Benchmark: Procurement FTE per $1 
Billion Spend 104

Calculations Estimations
Procurement FTE per Billion Spend Optimization Cost Savings

MHD EOT MAC RMV EOTPW MTA MBTA MASSPORT Total Total 20 Year Savings [13]
[6] FTE Total when Adjusted to Benchmark 83                            1                             0                            2                            86                          -                          15                          9                            110                            
[7] Adjusted FTE Fully Loaded Costs 8,947,599$              141,725$                 1,132$                     -$                         10,039,145$            -$                         1,869,091$              1,785,862$              13,694,098$                
[8] Potential Savings (7,759,599)$             1,685,275$              29,868$                   -$                         (6,993,145)$             N/A 6,414,923$              4,926,654$              4,348,432$                  122,972,263$                

% Reduction in Procurement Operating Costs

[9]
Benchmark Average Amount Less that 
World Class Procurement Organizations 
Spend on Procurement Operations

World Class 30%

[10]
Adjusted Benchmark to a More Realistic 
Amount Less That Average but Still 
Efficient Procurement Organization 
Spend on Procurement Operations

Average Range 5% 10%

Conservative Estimated Savings

MHD EOTPW  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [13]
[11] Potential Savings Low 59,400.00$              91,350.00$              1,550.00$                -$                         152,300.00$            78,706.16$              414,200.70$            335,625.80$            980,833$                     27,737,635.48$             
[12] Potential Savings High 118,800.00$            182,700.00$            3,100.00$                -$                         304,600.00$            157,412.32$            828,401.40$            671,251.60$            1,961,665$                  55,475,270.96$             

Note:
^ Missing Data
# Need to Validate Data Includes All 'Standard' Procurement Departments
# Known Incomplete Data

Potential Procurement Operating Cost Savings when Applying Conservative Benchmarks

Potential Fully Loaded FTE Cost Saving when FTE Count is Aligned to Benchmark (FTE / $1B Revenue)
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Appendix A  >  Detailed Calculations
Shared Procurement Services (cont’d.)

Notes and Sources:

[1] MBTA procurement spend on materials and services is estimation from source file sent by Mary Runkel. Estimation confirmed by Mary Runkel. Massport data provided by 
John Pranckevicius

[2] MTA salary data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV salary data from Sue Bristol; MBTA salary data from Mary Runkel, Massport salary 
data from John Pranckevicius. Note: MTA numbers may be missing contracting costs as well as other "hidden" FTE costs. Fully loaded FTE costs calculated using average 
salary and fringe estimates. Fringe estimates are 2X salary. This includes general fringe benefits, as well as the cost of attracting and retaining a FTE.

[3] MTA FTE data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV FTE data from Sue Bristol; MBTA FTE data from Mary Runkel, Massport FTE data  
from John Pranckevicius. Note: MTA may be missing contracting costs as well as other "hidden" FTE

[4] = [2] / [3]

[5] Procurement Article : www.purchase.com article citing Hackett 2004 data. Benchmark- 104 FTE/ $1Billion Spending. = Benchmark*([1]/1,000,000,000)

[6] This is the relative FTE total when adjusting to benchmark according to the total procurement spend size of each organization; = [5] * ([1]/1000000000)

[7] = [6] * [4]

[8] = [2] - [7]

[9] Procurement Article : www.purchase.com article citing Hackett 2004 data: Average amount less that World Class procurement organizations spend on procurement 
operations is 30%

[10] The world-class benchmark of 30% is not a realistic savings goal in the short term as it is unlikely with the regulations and other constraints on government. For these 
reasons a more realistic estimate of 5-10% is used.

[11] = [10] (low) * [2]

[12] = [10] (high) * [2]

[13] 20 year savings are based on an assumed 3.5% annual inflation factor 
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Missing Data:

• Review / confirm data with correct contacts: MHD / EOT / MAC / RMV- Sue Bristol, MTA- Abbey Clymer, Stephen Collins and Marcella Matthews, MBTA- Mary Runkel, Massport-
John Pranckevicius.

• Obtain procurement spend on materials and services from MTA.

• Compare procurement spend numbers across organizations to ensure each organization is including similar items.

• Obtain FTE numbers associated with consulting Procurement cost totals from MBTA, Massport and MTA from Mary Runkel, John Pranckevicius, and Steve Collins respectively.

Appendix A  >  Detailed Calculations
Shared Procurement Services (cont’d.)



- 133 -DRAFT FOR DISCUSSION PURPOSES ONLY

Appendix A  >  Detailed Calculations
IT Consolidation

IT Shared Services Business Case

[1] IT Operating Cost as a % of Revenue 

MHD# EOT#  MAC# RMV# EOTPW# MTA# MBTA# MASSPORT# Total
[2] Operating Budget 256,350,303$       63,088,284$         780,386$             52,559,163$        372,778,136$      187,303,327$      980,475,100$       226,000,000$      1,766,556,563$   

[3] IT Operating Budget 
(w/out FTE expense)# 1,442,325$           -$                     20,025$                7,093,553$           8,555,903$           818,398$              6,587,456$           9,753,858$           25,715,615$         

[4] Fully Loaded IT FTE -$                      6,332,000$           -$                    8,309,000$          14,641,000$        4,323,443$          9,030,099$          11,698,655$        39,693,197$        

[5] Total IT Operating Cost 1,442,325$           6,332,000$           20,025$               15,402,553$        23,196,903$        5,141,841$          15,617,555$        21,452,513$        65,408,811$        

[6] Current IT Operating 
Cost as a % of Revenue 0.6% 10.0% 2.6% 29.3% 6.2% 2.7% 1.6% 9.5% 3.7%

[7]
Benchmark: IT 
Operating Cost as a % 
of Revenue 3.4%

Calculations Estimations
IT Operating Cost as a % of Revenue Optimization Savings

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [18]

[8] IT Operating Cost 
Adjusted to Benchmark 8,664,640$           2,132,384$           26,377$                1,776,500$           12,599,901$         6,330,852$           33,140,058$         7,638,800$           59,709,612$         

[9] Potential Savings (7,222,315)$          4,199,616$           (6,353)$                13,626,053$         10,597,002$         (1,189,012)$         (17,522,504)$       13,813,713$         5,699,200$           161,171,551$                    

Percentage IT FTE to Total FTE

MHD# EOT#  MAC# RMV# EOTPW# MTA# MBTA # MASSPORT # Total
[10] Total FTE 1,737                    228                       10                         803                       2,778                    1,417                    6,327                    1,254                    11,776                  

[11] IT FTE Average Fully 
Loaded Salary N/A N/A N/A N/A 131,901                144,115                149,967                159,901                585,884                

[12] IT FTE -                        48                         -                       63                         111                       30                         40                         46                         227                       
[13] % IT FTE N/A N/A N/A N/A 4% 2% 1% 4% 2%

[14]
Benchmark: Average 
Percentage IT FTE to 
Total FTE 6.6%

Calculations Estimations
IT to Total FTE Ratio Optimization Savings

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [18]

[15] FTE Total when 
Adjusted to Benchmark 114.64               15.05                 0.66                   53.00                 183.35               93.52                 417.58               82.76                 777.22               

[16] Adjusted Fully Loaded 
IT FTE Cost N/A N/A N/A N/A 24,183,766$         13,477,900$         62,623,582$         13,234,036$         113,519,285$       

[17] Potential Savings N/A N/A N/A N/A (9,542,766)$        (9,154,458)$        (53,593,484)$       (1,535,381)$        (73,826,088)$      (2,087,778,282)$               

Conservative Estimated Savings

Low 5%
High 10%

MHD EOTPW  MAC RMV MTA MBTA Massport Total Total 20 Year Savings [18]
[20] Potential Savings Low -$                      316,600.00$         -$                     415,450.00$         732,050.00$         216,172.13$         451,504.94$         584,932.75$         1,984,659.83$      56,125,548$                      
[21] Potential Savings High -$                      633,200.00$         -$                     830,900.00$         1,464,100.00$      432,344.27$         903,009.88$         1,169,865.50$      3,969,319.65$      112,251,097$                    

Note:
# Need to validate data includes all 'standard' IT departments
# Known Incomplete Data

[19] Conservative Estimated 
Savings

Potential Cost Saving when IT Operating Cost is Aligned to Benchmark (IT Operating budge as a % of Revenue)

Potential Cost Savings when IT FTEs to Total FTE Ratio is Aligned to Benchmark

Potential IT Operating Cost Savings when Applying Conservative Benchmarks

Average
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Appendix A  >  Detailed Calculations
IT Consolidation (cont’d.)

Notes and Sources:

[1] IT operating costs were estimated using data available. Gartner Survey defines operating budget as follows: hardware, software, internal IT staff, external IT staff, networking and 
telecommunications charges, facilities and other expenses.

[2] MHD, EOT, MAC, and RMV FY2007 from spend data provided by Sue Bristol. Some adjustments to the capital and operating budgets were made in order to make the operating 
and capital budgets better aligned to industry standards. Massport operating budget is considered the total under Compensation and Benefits which is on page 1-11 in the Massport 
Business Plan and Budget FY08 (FY07 Budget not actual was used). MTA Operating budget was sent from Abbey Clymer (FY08 Budget, not actual is used). MBTA total operating 
expense (FY07 Actuals) from the SORE

[3] MHD, EOT, MAC, and RMV IT operating expenses is estimated using UU code (Information and Technology Expense) spend data provided by Sue Bristol. It is possible that there 
are some consulting related FTE counts included in this number. MTA IT operating expenses is an estimation of sum of the appropriate related IT categories found in the MTA Budget. For 
details please see source file. Massport IT operating expenses are from Massport Business Plan and Budget FY2008 pg 6-71 (FY07 Budget not actual is used). MBTA from MBTA FY 
2007 Budget book pg 41 (FY07 Budget and not actual is used)

[4] MTA salary data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV salary data from Sue Bristol; MBTA salary data from Mary Runkel, Massport salary data 
from John Pranckevicius. Note: MTA numbers may be missing contracting costs as well as other "hidden" FTE costs. Fully loaded FTE costs calculated using average salary and fringe 
estimates. Fringe estimates are 2X salary. This includes general fringe as well as the cost of attracting and retaining a FTE.

[5] = [3] + [4]

[6] = [5] / [2]

[7] Gartner 2004 IT Spending and Staffing Survey Results- Government- State: IT Operating budget as a Percentage of Revenue (2005) = 3.4

[8] This is the relative IT Operating budget when adjusting to benchmark according to the total revenue size of each organization'= [7] * [2]

[9] = [5] - [8]

[10] MBTA from October 2007 authority communications; MTA: October 2007 authority communications; Massport Budget FY07 from Business Plan and Budget - Fiscal Year 2008 

[11] MTA salary data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV salary data from Sue Bristol; MBTA salary data from Mary Runkel, Massport salary data 
from John Pranckevicius. Note: MTA numbers were not confirmed and may be missing contracting costs as well as other "hidden" FTE. Fully loaded FTE costs calculated using average 
salary and fringe estimates. Fringe estimates are 2X salary. This includes general fringe as well as the cost of attracting and retaining a FTE. Average salary = total fully loaded FTE cost / 
number of FTE

[12] MTA FTE data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV FTE data from Sue Bristol; MBTA FTE data from Mary Runkel, Massport FTE data  from 
John Pranckevicius. Note: MTA numbers were not confirmed and may be missing contracting costs as well as other "hidden" FTEs

[13] = [12] / [10]



- 135 -DRAFT FOR DISCUSSION PURPOSES ONLY

Appendix A  >  Detailed Calculations
IT Consolidation (cont’d.)

Missing Data:

1. Review/confirm data with correct contacts: MHD/EOT/MAC/RMV- Sue Bristol, MTA- Abbey Clymer, Stephen Collins and Marcella Matthews, MBTA- Mary Runkel, Massport- John 
Pranckevicius.

2. Obtain full IT operating budget as defined by Gartner Study from all organizations.

3. Obtain all IT FTE as defined by Gartner study from all organizations.

4. Obtain FTE estimation from Mary Runkel at MBTA and John Pranckevicius at MTA, regarding the number of contractor FTEs associated with IT.

5. Review/obtain overall IT operating numbers from each organization, confirm that there is no double counting of FTE costs.

[14] Gartner 2004 IT Spending and Staffing Survey Results- Government- State:  Average percentage of IT Employees 6.6%

[15] This is the relative FTE total when adjusting to benchmark according to the total FTE size of each organization'= [14] * [10]

[16] = [11] * [15]

[17] = [4] - [16]

[18] 20 year savings are based on an assumed 3.5% annual inflation factor 

[19] Due to a lack of complete and precise data to determine the current state, the full potential of shared services can not be accurately calculated at this time. Because of this a 
conservative estimate of 5-10% is being used. This estimate is based off previous experience and takes into account the specific nature of the government transportation industry. 
Estimates based off of cross industry benchmarks may be difficult to fully realize

[20] = [19](low) * [4]

[21] = [19](low) * [4]
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Appendix A  >  Detailed Calculations
Shared HR Services

HR Shared Services Business Case

HR Operating Costs

MHD# EOT#  MAC# RMV# EOTPW# MTA# MBTA# [13] Massport# [13] Total

[1] HR FTE Fully Loaded 
Cost/HR Operating Cost 1,286,400$        4,547,840$        -$           -$           5,834,240$     1,963,414$        10,646,424$    3,253,556$     21,697,634$         

[2] Total FTE 1,737$               228$                 10$           803$         2,778$           1,417$              6,327$            1,254$           11,776$               
[3] Total HR FTE 13$                    33$                   -$          -$          47$                14$                   76$                 24$                160$                    

[4] Average Fully Loaded FTE 
Cost per Finance FTE 96,000$             136,000$           124,557$        140,244$           121,676$         136,934$        N/A

[5] HR to Employee FTE 0.0077          0.1467          -      -      0.0169     0.0099        0.0120        0.0187     N/A

[6]
Benchmark: Total HR to 
Total FTE = 1 HR FTE : 60 
Total FTE 0.0167               

Calculations Estimations
HR to Total FTE Ratio Optimization Savings

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [14]

[7] FTE Total when Adjusted 
to Benchmark 29.0 3.8 0.2 13.4 46.3 23.6 105.5 20.9 196.3

[8] Fully Loaded Cost at 
Benchmark FTE Level 2,779,200$        516,800$           -$           -$           5,766,979$     3,312,092$        12,830,698$    2,861,927$     24,771,696$         

[9] Salary Difference (1,492,800)$      4,031,040$        -$          -$          67,261$         (1,348,678)$     (2,184,274)$     391,629$       (3,074,062)$         (86,933,508.26)$                  

Estimated Savings Through Increased Efficiencies and Effectiveness

[10] Low 25%
High 45%

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [14]
[11] Estimated Savings Low 321,600$           1,136,960$        -$           -$           1,458,560$     490,853$           2,661,606$      813,389$        5,424,408$           153,400,546$                       
[12] Estimated Savings High 578,880$           2,046,528$        -$           -$           2,625,408$     883,536$           4,790,891$      1,464,100$     9,763,935$           276,120,983$                       

Potential Fully Loaded FTE Cost Saving when Finance Fully Loaded Cost is Aligned to Benchmark (Finance Operating Costs as a % of Revenue)
Conservative Estimated Savings

Low 5%
High 10%

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [14]
[16] Estimated Savings Low 64,320$             227,392$           -$           -$           291,712$        98,171$             532,321$         162,678$        1,084,882$           30,680,109$                         
[17] Estimated Savings High 128,640$           454,784$           -$           -$           583,424$        196,341$           1,064,642$      325,356$        2,169,763$           61,360,219$                         

Note:
# Need to Validate Data Includes All 'Standard' HR Departments
# Known Incomplete Data

Potential HR Operating Cost Savings when Applying Conservative Benchmarks

Benchmark for Estimated 
Savings

Potential Fully Loaded FTE Cost Saving when FTE Count is Aligned to Benchmark (1 HR FTE to 60 Total FTE)

Potential HR Operating Cost Savings when Applying Benchmark

Conservative Estimated 
Savings[15]
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Appendix A  >  Detailed Calculations
Shared HR Services (cont’d.)

Notes and Sources:

Note: Payroll is included in HR where possible

[1] MTA salary data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV salary data from Sue Bristol; MBTA salary data from Mary Runkel, Massport salary data 
from John Pranckevicius. Note: MTA numbers were not confirmed and may be missing contracting costs as well as other "hidden" FTE costs. Fully loaded FTE costs calculated using 
average salary and fringe estimates. Fringe estimates are 2X salary. This includes general fringe as well as the cost of attracting and retaining a FTE.

[2] MHD, EOT, MAC, and RMV data from Sue Bristol; MBTA from October 2007 authority communications; MTA: October 2007 authority communications; Mass Port Budget FY07 from 
Business Plan and Budget - Fiscal Year 2008 

[3] MTA FTE data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV FTE data from Sue Bristol; MBTA FTE data from Mary Runkel, Massport FTE data  from 
John Pranckevicius. Note: MTA numbers were not confirmed and may be missing contracting costs as well as other "hidden" FTE costs

[4] =[1] / [3]

[5] = [3] / [2]

[6] 2005: HR Transformation Benchmarking  Report, Deloitte: HR FTE to Total FTE- 1:60

[7] This is the relative FTE total when adjusting to benchmark according to the total FTE size of each organization'= [2] * [6]

[8] = [4] * [7]

[9] = [1] - [8]

[10] HR Service Delivery - Transformation Drivers 2005, Deloitte: Through a change in service delivery model, headcount cost reductions are estimated to be between 25-45%. These 
are a result of enabling a higher level of efficiency and effectiveness.

[11] =  [1] * [10] (low)

[12] = [1] * [10] (high)

[13] For MBTA and Massport, consulting related costs were provided without the associated FTE numbers. Because of this, average salary per FTE is only calculated from data for 
regular salaried employees

[14] 20 year savings are based on an assumed 3.5% annual inflation factor

[15] Due to a lack of complete and precise data to determine the current state, the full potential of shared services can not be accurately calculated at this time. Because of this a 
conservative estimate of 5-10% is being used. This estimate is based off previous experience and takes into account the specific nature of the government transportation industry. 
Estimates based off of cross industry benchmarks may be difficult to fully realize.

[16] = [15](low) * [1]

[17] = [15](high) * [1]
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Appendix A  >  Detailed Calculations
Shared HR Services (cont’d.)

Missing Data:

1. Review / confirm data with correct contacts: MHD / EOT / MAC / RMV- Sue Bristol, MTA- Abbey Clymer, Stephen Collins and Marcella Matthews, MBTA- Mary Runkel, Massport-
John Pranckevicius.

2. Obtain a breakdown of HR FTE by departments from all organization that follow the standard HR departments: benefits (health and retirement), recruiting, new hire integration, 
learning, org and position, employee data, time and attendance, performance mgmt, expat-repat-relocation, employee relations, compensation, employee commitment..

3. Obtain FTE numbers associated with consulting HR cost totals from MBTA, Massport and MTA from Mary Runkel, John Pranckevicius, and Steve Collins respectively.

4. Obtain any related consulting, hidden, and supplemental FTE costs for the HR categories listed above from all organizations.
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Appendix A  >  Detailed Calculations
Shared Finance Services

Finance Shared Services Business Case

Finance FTE per Revenue

MHD EOT  MAC RMV EOTPW MTA# MBTA# MASSPORT# Total
[1] Current Budget 1,378,212,657$          84,420,503$               6,221,862$                52,559,163$              1,521,414,185$         383,000,000$             1,343,879,819$         348,600,000$            3,596,894,004$         

[2] Finance FTE Fully Loaded Costs/ 
Finance Opeating Cost 4,892,800$                 6,205,600$                 31,000$                      1,098,400$                 12,227,800$               4,861,250$                 19,654,017$               9,091,642$                 45,834,709$               

[3] Total Finance FTEs 38.8$                          50.4$                         0.5$                           10.4$                         100.1$                       36.0$                          146.0$                       68.0$                         350.1$                       

[4] Average Fully Loaded FTE Cost per 
Finance FTE 126,103$                    123,127$                    62,000$                      105,615$                    122,156$                    135,035$                    134,617$                    133,701$                    130,919$                    

[5] Benchmark: Finance FTE per $1 
Billion Revenue 95                               

Calculations Estimations
Finance FTE per Billion Revenue Optimization Savings

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [13]

[6] FTE Total when Adjusted to 
Benchmark 130.93                        8.02                            0.59                            4.99                            144.53                        36.39                          127.67                        33.12                          341.70                        

[7] Fully Loaded FTE Cost at 
Benchmark Level 16,510,703$               987,472$                    36,647$                      527,350$                    18,062,172.55$          4,913,238$                 17,186,305$               4,427,763$                 44,589,479$               

[8] Potential Savings (11,617,903)$             5,218,128$                 (5,647)$                      571,050$                    (5,834,372.55)$          (51,988)$                    2,467,712$                 4,663,879$                 1,245,230$                 35,214,706$                             

Finance Cost as % of Revenue

MHD EOT  MAC RMV EOTPW MTA# MBTA# MASSPORT# Total
[1] Current Budget 1,378,212,657$          84,420,503$               6,221,862$                 52,559,163$               1,521,414,185$          383,000,000$             1,343,879,819$          348,600,000$             3,596,894,004$          

[2] Finance FTE Fully Loaded Cost/ 
Finance Operating Cost 4,892,800$                 6,205,600$                 31,000$                      1,098,400$                 12,227,800$               4,861,250$                 19,654,017$               9,091,642$                 45,834,709$               

[9] Finance Operating Cost as a % of 
Revenue 0.36% 7.35% 0.50% 2.09% 0.80% 1.27% 1.46% 2.61% 1.27%

[10] Benchmark: Finance Operating 
Costs as a % of Total Revenue 1.06%

Calculations Estimations
Finance as a % of Revenue Optimization Savings

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [13]

[11] FTE Fully Loaded Costs Adjusted to 
Benchmark 14,609,054$               894,857$                    65,952$                      557,127$                    16,126,990$               4,059,800$                 14,245,126$               3,695,160$                 38,127,076$               

[12] Potential Savings (9,716,254)$               5,310,743$                 (34,952)$                   541,273$                   (3,899,190)$              801,450$                    5,408,891$                5,396,482$                7,707,632$                217,969,392$                          

Conservative Estimated Savings

Low 5%
High 10%

MHD EOT  MAC RMV EOTPW MTA MBTA Massport Total Total 20 Year Savings [13]
[15] Estimated Savings Low 244,640$                    310,280$                    1,550$                        54,920$                      611,390$                    243,063$                    982,701$                    454,582$                    2,291,735$                 64,809,549$                             
[16] Estimated Savings High 489,280$                    620,560$                    3,100$                        109,840$                    1,222,780$                 486,125$                    1,965,402$                 909,164$                    4,583,471$                 129,619,098$                           

Note:
# Known Incomplete Data

Potential Fully Loaded FTE Cost Savings when FTE Count is Aligned to Benchmark (Finance FTE / $1B Revenue)

Potential Fully Loaded FTE Cost Savings when Finance Fully Loaded Cost is Aligned to Benchmark (Finance Operating Costs as a % of Revenue)

Conservative Estimated Savings

Potential Finance Operating Cost Savings when Applying Conservative Benchmarks

[14]
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Appendix A  >  Detailed Calculations
Shared Finance Services (cont’d.)

Notes and Sources:

[1] MHD, EOT, MAC, and RMV from spend data provided by Sue Bristol. MBTA from FY07 Total Expense from SORE History FY08 (FY07 Actual used);  MTA Audited Financial 
Statements 2006 and 2005; Massport Business Plan and Budget FY08 (FY07 Budget used). When possible FY07 actual data is used. If not available FY07 Budget is used. Total 
Budget is considered to be the most accurate representation of Revenue at this time for Finance calculations since Finance departments manage the finances of both operating and 
Capital activities; however, further investigation is needed to clarify this for each organization.

[2] MTA salary data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV salary data from Sue Bristol; MBTA salary data from Mary Runkel, Massport salary data 
from John Pranckevicius. Note: MTA numbers were not confirmed and may be missing contracting costs as well as other "hidden" FTE costs. Fully loaded FTE costs calculated using 
average salary and fringe estimates. Fringe estimates are 2X salary. This includes general fringe as well as the cost of attracting and retaining a FTE.

[3] MTA FTE data from George Reed and Marcella Matthews; MHD, EOT, MAC and RMV FTE data from Sue Bristol; MBTA FTE data from Mary Runkel, Massport FTE data  from 
John Pranckevicius. Note: MTA numbers may be missing contracting costs as well as other "hidden" FTE costs

[4] = [2] / [3]

[5] Finance and Accounting Benchmarks North America Results 2007: 95 FTE per $1B Revenue. 

[6] This is the relative FTE total when adjusting the benchmark to the revenue size of each organization; = [5] * ([1]/1000000000)

[7] = [4] * [6]

[8] = [2] - [7]

[9] = [2] / [1]

[10] Finance and Accounting Benchmarks North America Results 2007, Deloitte: Finance as a % of Revenue = 1.06%

[11] = [10] * [1]

[12] = [2] - [11]

[13] 20 year savings are based on an assumed 3.5% annual inflation factor

[14] Due to a lack of complete and precise data, the full potential of shared services is difficult to determine at this time. For this reason a conservative estimate of 5-10% is being 
used. This estimate is based off of previous experience and takes into account the specific nature of the government transportation industry. Estimates based off of cross industry 
benchmarks may be difficult to fully realize.

[15] = [14](low) * [2]

[16] = [14](high) * [2]
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Missing Data:

1. Review/confirm finance FTE data as well as operating budget numbers with correct contacts: MHD/EOT/MAC/RMV- Sue Bristol, MTA- Abbey Clymer, Stephen Collins and 
Marcella Matthews, MBTA- Mary Runkel, Massport- John Pranckevicius.

2. Obtain consulting related costs, hidden FTE costs, supplemental FTE costs, and verify location of payroll for MTA with Abbey Clymer, Stephen Collins, and Marcella Matthews.

3. Obtain FTE estimation from Mary Runkel at MBTA and John Pranckevicius at MTA, regarding the number of contractor FTEs associated with Finance.

4. Determine if budget or a variation of operating and capital budget are a more appropriate equivalent of revenue for finance benchmarking.

Appendix A  >  Detailed Calculations
Shared Finance Services (cont’d.)
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Appendix A  >  Detailed Calculations
Strategic Sourcing 

Strategic Sourcing Business Case

Current Total Procurement Spend in Specified Categories

MHD EOT MAC [2] RMV [3] MassPike^ [4] MBTA# Massport Total Current Spend
[5] Office Supplies 457,473$             26,440$                 8,059$            1,549,776$     147,795$        1,547,386$             975,037$               4,711,966$                            
[6] Construction Services 742,791,320$      6,163,789$            12,450$          n/a no data 203,915,677$        5,945,911$            958,829,147$                        
[7] Major Equipment 1,633,955$          4,879,863$            n/a 308,066$        no data 109,496,724$        18,500,000$          134,818,608$                        
[8] Utilities 5,084,726$          17,924$                 457$               625,497$        12,908,443$   24,637,060$          25,412,310$          68,686,417$                          

Total 749,967,474$      11,088,016$           20,966$           2,483,339$      13,056,238$    339,596,848$         50,833,258$           1,167,046,139$                      

Calculations Estimations
Procurement Cost Reduction from Strategic Sourcing

Benchmarks:  Range of potential cost reductions if strategic sourcing is implemented in the specified category
Low High

[9] Office Supplies 18% 30%
[10] Construction Services 5% 10%
[11] Major Equipment 5% 10%
[12] Utilities 5% 8%

Reduction in Procurement Operating Costs when Benchmarks are Applied
MHD EOTPW  MAC RMV MassPike MBTA Massport Total Annual Savings Total 20-Year Savings [13]

Office Supplies
[14] Estimated Savings (Low) 82,345$               4,759$                    1,451$             278,960$         26,603$           278,530$                175,507$                848,154$                                23,985,524$                         
[15] Estimated Savings (High) 137,242$             7,932$                    2,418$             464,933$         44,339$           464,216$                292,511$                1,413,590$                             39,975,873$                         
Construction Services
[16] Estimated Savings (Low) 37,139,566$        308,189$                623$                n/a no data 10,195,784$           297,296$                47,941,457$                           1,355,769,160$                    
[17] Estimated Savings (High) 74,279,132$        616,379$                1,245$             n/a no data 20,391,568$           594,591$                95,882,915$                           2,711,538,320$                    
Major Equipment
[18] Estimated Savings (Low) 81,698$               243,993$                n/a 15,403$           no data 5,474,836$             925,000$                6,740,930$                             190,631,367$                       
[19] Estimated Savings (High) 163,396$             487,986$                n/a 30,807$           no data 10,949,672$           1,850,000$             13,481,861$                           381,262,735$                       
Utilities
[20] Estimated Savings (Low) 254,236$             896$                       23$                  31,275$           645,422$         1,231,853$             1,270,615$             3,434,321$                             97,121,500$                         
[21] Estimated Savings (High) 406,778$             1,434$                    37$                  50,040$           1,032,675$      1,970,965$             2,032,985$             5,494,913$                             155,394,401$                       
Total Savings
[22] Estimated Savings (Low) 37,557,845$        557,838$                2,096$             325,638$         672,025$         17,181,003$           2,668,418$             58,964,863$                           1,667,507,552$                    
[23] Estimated Savings (High) 74,986,547$        1,113,731$             3,699$             545,779$         1,077,014$      33,776,421$           4,770,087$             116,273,279$                         3,288,171,329$                    
^ Missing Data
#
# Known Incomplete Data

Current Spend [1] #

Need to validate sourcing spend amounts
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Appendix A  >  Detailed Calculations
Strategic Sourcing (cont’d.)
Notes on the High-level Business Case:  
[1] While office supplies are not one of the highest spend areas for the Commonwealth’s transportation entities, this area has the potential for high cost-savings.  For example, when the 
Commonwealth of Pennsylvania used strategic sourcing to acquire copiers, the state was able to negotiate prices that were approximately 80% below the prices included in existing 
service agreements. 

Notes on the Detailed Calculations: 
[1]    MHD, EOT, MAS, and RMV spend data provided by Sue Bristol; MBTA spend data taken from FY07 Total Expense from SORE History FY08 (FY07 Actual used); MTA spend data 
taken from MTA operations data provided by Abbey Clymer; Massport spend data provided by John Pranckevicius

[2]    MAC did not have any major equipment expenditures in fiscal year 2007

[3]    RMV did not have any construction services expenditures in fiscal year 2007

[4]     MTA spend data does not include capital expenditures

[5]    "Office Supplies" spend includes expenditures designated as office supplies or printing supplies in accounting/object codes in agency provided data or identified as such by the 
agency/authority

[6]    "Construction Services" spend includes expenditures designated as construction-related costs in accounting/object codes in agency provided data or identified as such by the 
agency/authority.

[7]    "Major Equipment" includes expenditures designated as programmatic equipment, heavy equipment, and motorized vehicles in accounting/object codes in agency/authority 
supplied data or identified as such by the agency/authority; Massport's major equipment spend includes capital equipment spend in FY07 as identified by the agency

[8]    "Utilities" includes expenditures as designated as electricity and heating oil/gas in accounting/object codes in agency supplied data or identified as such by the agency/authority

[9]    Strategic Sourcing Benchmarks; Deloitte: Cost saving generated from strategic sourcing of office supplies is 18% to 30%

[10]    Strategic Sourcing Benchmarks; Deloitte: Cost saving generated from strategic sourcing of construction services in a commercial context is 10% to 25%; however, Deloitte's in-
house transportation specialists indicate that transportation construction, because it is comprised primarily of large road and bridge construction projects and because the project bid-
process is highly competitive, does not present the same opportunities for savings; based upon this expert advice, we revised the benchmark to reflect a lower cost saving range of 5% 
to 10%

[11]    Industry benchmarks indicate 5-25% cost-savings can be realized through the strategic sourcing of equipment; however, due to the specific nature of the equipment used in the 
government transportation agency, a conservative estimate of 5-10% savings on the strategic sourcing of major equipment is being used

[12]    Strategic Sourcing Benchmarks; Deloitte Internal Resources: Cost saving generated from strategic sourcing of utilities is 5% to 8%

[13]    20-year savings based on a 3.5% inflation factor

[14]    [9](low)*[5]

[15]   [9](high)*[5]

[12]    [10](low)*[6]

[13]    [10](high)*[6]

[12]    [11](low)*[7]

[13]    [11](high)*[7]

[12]    [12](low)*[8]

[13]    [12](high)*[8]

Missing Data
1. MassPike capital expenditures for construction services, office supplies, major equipment, and utilities
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Appendix A  >  Detailed Calculations
Tort Liability Reform
Tort Reform Business Case

Current State 

MHD# MBTA# MTA^ Massport^

[1] Average Number of Tort Cases Paid 
per Year from 2003-2007 115 797                          54

[2] Average Total Paid for Cases from 
2003-2007 254,997$                 6,449,254$              84,101$                   

[3] Average Paid per Claim 2,217$                     8,092$                     1,557$                     

[4] Total Number of Claims Opened in 
2007 1,863.00                  

[5] Premiums on Liability Insurance N/A N/A 1,175,978$              
[6] Total Internal Legal Defense Costs 10,860                     500,000$                 
[7] Total External Legal Defense Costs 2,000,000$              

Calculations of Cost Reduction with Tort Reform
Savings from Reduced Case load

Low 50%
High 75%

MHD MBTA MTA Massport Total
[10] Low N/A 399                   27                     -                           426                          
[11] High N/A 199                          14                            -                           213                          

[12] MHD MBTA MTA Massport Total
[13] Low N/A 883,620$                 59,869$                   -$                         943,489$                 
[14] High N/A 441,810$                 29,934$                   -$                         471,745$                 

MHD MBTA MTA Massport Total Total 20 Year Savings [21]
[16] Low N/A 5,565,633$              24,232$                   -$                         5,589,865$              158,079,615$                       
[17] High N/A 6,007,444$              54,166$                   -$                         6,061,610$              171,420,404$                       

Savings from Reduced Legal Fees

MHD MBTA MTA Massport Total Total 20 Year Savings [21]
[19] Low N/A 250,000$                 -$                         -$                         250,000$                 7,069,920$                           
[20] High N/A 375,000$                 -$                         -$                         375,000$                 10,604,881$                         
Note:
^ Missing Data
# Known Incomplete Data

[18] Savings From Reduced Legal Fees

Estimated Reduction in Case Load
[8]

[9] Estimated Number of Tort Cases Paid

[12] Estimated Amount Paid out Using Current MHD Average Paid

[15] Savings Compared to Current Spend on Claims
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Notes and Sources:

[1] MHD data from Sue Bristol, MBTA data from Jamey Tesler. MTA from Marie Breen and Al Caldarelli

[2] MHD data from Sue Bristol, MBTA data from Jamey Tesler. MTA from Marie Breen and Al Caldarelli

[3] = [2] / [1]

[4] MHD data from Sue Bristol, MBTA data from Jamey Tesler. MTA from Marie Breen and Al Caldarelli

[5] Via email, Sue Bristol confirmed that MHD currently does not incur any insurance costs. For MBTA, Peter Hoffman estimated that because of the manner in which they currently 
buy their insurance they would not see any savings related to a change in tort policy. MTA data provided by Marie Breen.

[6] MBTA estimation were sent via email from Jamey Tesler and Jonathan Feltner. These estimates are acknowledge to be very rough and high level. MHD estimates from Liability 
and Management and Reduction Fund Report provided by Sue Bristol. It is known that some litigation costs are incurred by ANF and may not be represented in the number. 

[7] MBTA estimation were sent via email from Jamey Tesler and Jonathan Feltner

[8] Currently MHD pays only 15% of the number of claims that MBTA pay on average for the time period from 2003-2007. Considering that the reduction in claims may not be as 
significant as 85% (the difference between MBTA and MHD currently) a more conservative estimate range of 50-75% was used.

[9] Adjusted average number of claims paid using savings estimate stated for [8]

[10] = [1] * [8]Low

[11] = [1] * [8]High

[12] It is also assumed that with a liability cap that amount paid out would be less. In order to capture this savings the average amount paid out by MHD per claim is used. It is assumed 
that this is potentially the average amount MBTA, MTA and Massport would pay on claims under tort liability cap.

[13] = [10] * [3]

[14] = [11] * [3]

[15] Total savings are estimated by taking the difference in current average amount paid for cases between 2003-2007 compared to the new estimated amount paid using the reduced
case load and average amount paid by MHD.

[16] = [2] - [13]

[17] = [2] - [14]

[18] Reduction in Legal Fees is estimated using the same estimation range outlined for [8]

Appendix A  >  Detailed Calculations
Tort Liability Reform (cont’d.)
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[19] = [6] * [8]Low

[20] = [6] * [8]High

[21] 20 year savings are based on an assumed 3.5% annual inflation factor

Missing Data:

1. Obtain split between claim and litigation costs for MHD from Sue Bristol

2. Discuss relevance/validity of included RMV data with Sue Bristol

3. From MTA: Claims filed, closed, total paid out, and associated litigations costs

4. Determine impact of deductibles on amount paid and costs currently incurred by MBTA and MTA

5. Determine if tort related insurance could be separated from current insurance packages and therefore potentially be a cost saved

Appendix A  >  Detailed Calculations
Tort Liability Reform (cont’d.)
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Appendix A  >  Detailed Calculations
Roads and Bridges Operational Integration

Roads and Bridges Business Case

Operating Costs

MHD DCR TOBIN MTA Total
[1] Operating Costs 256,350,303$                 17,000,000$                  13,000,000$                  187,303,327$                 473,653,630$                

Calculations Estimations
Merger Estimate Savings

Low 5%

High 15%

MHD DCR TOBIN MTA Total Total 20 Year Savings [5]
[3] Estimated Savings Low 12,817,515$                   850,000$                        650,000$                        9,365,166$                     23,682,681$                   669,738,697$                       
[4] Estimated Savings High 38,452,545$                   2,550,000$                     1,950,000$                     28,095,499$                   71,048,044$                   2,009,216,090$                    

Conservative Merger 
Estimated Savings[2]

Potential Finance Operating Cost Savings when Applying Conservative Benchmarks
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Appendix A  >  Detailed Calculations
Road and Bridges Operational Integration (cont’d.)

Notes and Sources:

[1] MHD FY2007 from spend data provided by Sue Bristol. Some adjustments to the capital and operating budgets were made in order to make the operating and capital budgets 
better aligned to industry standards. Massport operating budget is considered the total under Compensation and Benefits which is on page 1-11 in the Massport Business Plan and 
Budget FY08 (FY07 Budget not actual was used). MTA Operating budget was sent from Abbey Clymer (FY08 Budget, not actual is used). MBTA total operating expense (FY07 Actuals) 
from the SORE. Tobin taken from Budget book FY07. DCR from EOT / ANF data warehouse reports FY07 provided by Sue Bristol and Thom Dugan.

[2]  Standard industry benchmarks around mergers and acquisitions typically yield 20-30% of general cost savings; the lower bound threshold is being shifted down to 10% to achieve a 
conservative lower bound cost savings estimate

[3] = [1] * [2]Low

[4] = [1] * [2]High

[5] 20-year savings are based on an assumed 3.5% annual inflation factor
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Appendix B 
Cost Reduction / Efficiency Ideas Catalogue
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Appendix B  > Cost Reduction / Efficiency Ideas Catalogue

To access the full Ideas Catalogue, please double-click on the Excel icon here:  

Ideas Catalogue
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Appendix C 
Deloitte Capability Maturity Model Diagnostics (CMMs)
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Appendix C  > Capability Maturity Models (CMMs)

To access interactive transformation diagnostics – or Capability Maturity Models - please double-click on the Excel icon below.  

Capability Maturity Models
(CMMs)

CMMs are simple, user-friendly diagnostic tools that allow organizations – particularly 
business unit leaders – to “rate” or assess their particular business unit or organization’s 
capabilities against industry leading practices.

The descriptions for each level of functional / organizational “maturity” are 
straightforward.  In instances where your organization may fall in between two levels of 
maturity, a half-point designation may be used as a score.

Once diagnostics are completed, the tool automatically generates charts / graphics that 
clearly illustrate the performance gaps in each area, and each sub-component within that 
area.

For example:  the Finance CMM helps users assess performance along the following 
areas or “value drivers”:

• Strategy
• Organization
• Processes
• Infrastructure
• Information 
• Governance

Each of the above areas are also assessed in greater detail along factors such as the following: 

• For the Strategy area
• Philosophy
• Finance strategy
• Integration / alignment
• Communications
• Performance Measurement
• External business environment



Appendix D 
Current Transportation Planning Process Flow
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Appendix D  > Current Transportation Planning Process – Working Draft

The below depicts a high-level process flow for the current way transportation planning occurs per the information gathered through Phase I interviews and through 
limited documentation reviews; this process flow has been submitted for but not yet validated with planning stakeholders at EOTPW.  

The transportation planning 
process was drafted in a 
process flow diagram in an 
attempt to understand how 
planning happened, how the 
process tied to the financing 
process, and how planning was 
governed, in general.  

During Phase I of the project, it 
was acknowledged in several 
interviews that no single 
integrated planning process 
takes place today and that roles 
and responsibilities are unclear 
across the transportation 
portfolio in Massachusetts as a 
result.



Appendix E 
Other Current State Practices
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Appendix E  > Other Current State Practices

Governance in other states varies widely depending on the depth of multi-modal investment; these state experiences provide relevant 
lessons for Massachusetts.

High-level Findings / Themes  

States and major metropolitan areas are facing many of the same challenges as the Commonwealth 

No other states have an authority that owns / operates / plans / finances all transportation modes, and has Governor appointed board members and staff; 
most states have a Commission in these instances which does not have the financing authority

There are examples of regional multi-modal systems (i.e., NYMTA and PANYNJ) under one board

Comparison to others is complicated
– Different scopes:  highways, toll authority, mass transit, regional transit, railways, waterways, airports, etc.
– Different terminology: Transportation Board, Trust Fund, Secretary, and others

History and evolution of authorities -- nationally, authorities were established as a flexible financing mechanism for a specific project(s); permanence was 
unintended 

Governance is more than just a board, but states with statewide boards have placed significant importance on board members’ terms, representation 
(geography, ethnicity, mode, etc.) and transportation knowledge / experience

46% Governor-appointed Secretary; 1 or more Governor-
appointed statewide commissions (typically by mode)

38% Governor-appointed Secretary;  no statewide 
commissions

16% Governor-appointed statewide commission 
overseeing all transportation modes.
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Key trends emerge from the other states, which can be applied to the Commonwealth, including items related to board structure and 
composition, corporate structure, and so on.

Category Trend Considerations

Staggered, shorter terms for 
board members

Staggered terms foster new idea generation and minimize the risks associated with stagnant or rogue boards
Shorter terms foster independence from politics and minimize risk of long-term, overly powerful boards

Regional representation A board membership that is required by law to draw from every region facilitates better representation and encourages 
public buy-in

Transportation experience Some boards require that a portion of their membership has transit experience
Some states require the head of the Department of Transportation to have an engineering background
Transportation experience lends itself to more analysis-driven contributions though it is not a prerequisite 
Some transportation boards require portions of the board to focus or specialize on one transit mode while participating 
and contributing to the overall transportation discussion

Board size States with multi-modal transit agencies tend to have boards with more than 10 members
Large boards often hold diffused power and have difficulty gaining consensus

Ownership of highways, 
advisory over other modes

Departments of Transportation often staff the board, but they also manage highways; few  “operate” the other modes, 
but do provide oversight, funding, planning, and technical advisory services for these other modes

Corporate Structure

Departments/divisions by 
mode

Highway kept as its own division
Often an “inter-modal” division, depending on “ownership” and whether they directly operate the mode
Shared services divisions often stand on their own

Board Structure

Appendix E  > Other Current State Practices (cont’d.)
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Category Trend Considerations

LRTP and STIP Long-Range Transportation Plans and State Transportation Improvement Plans developed by agency director and 
submitted to board, governor, or legislature for approval
MPOs and regional groups play a role
Need for thorough process to include all modes and stakeholders

Revenue and distribution 
models

Formulaic funding creates a more scientific process that is insulated from political shifts
Dedicated funding sources so agencies can better estimate what they’ll receive and plan accordingly

Board appointed secretary Oversees and administers transportation agencies
Responsible for developing the long-term plan, STIP, and funding recommendations to the board
Serves as the board’s staff

Revised role of legislature Moving away from appropriations, unless smaller earmarked state dollars
Often a few legislators on the board
Participant in the planning process, less on funding

Planning and 
Priorities

Central board plans strategy 
and sets policy, Secretary 
manages agency

Creates strong planning capability
Enables the Secretary of Transportation to serve as a liaison between the board’s planning and the agency’s 
operations.
Secretary often serves on other boards to facilitate cross-mode inputs

Governor appointed board Makes policy decisions (i.e., what to fund and not fund, strategic direction, etc.)
Makes fee / rate decisions
Takes recommendations from the Secretary

Roles/ 
Responsibilities

Dedicated transportation 
funds

Guaranteed funding stream facilitates more strategic long range planning.
Ensures that revenues generated by transportation transactions are directed to transportation needs
Increases department oversight

Funding

Further trends in planning, funding and responsibilities can also be applied:

Appendix E  > Other Current State Practices (cont’d.)
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Appendix E  > Other Current State Practices (cont’d.)

State Board Structure Corporate Structure Planning and Priorities Financial Management Roles & 
Responsibilities 

Maryland “Maryland Transportation 
Authority” (toll roads)

– 8 members appointed 
by Governor

– 3 year terms
– Chaired by the 

Secretary of 
Transportation

– Membership drawn 
from the Authority’s 
geographic regions

“Maryland Port 
Administration” (Ports)

– 6 members
– 3 year terms
– Chaired by the 

Secretary of 
Transportation

– No rules on 
composition

Governor appoints the 
Secretary of Transportation
Secretary oversees the DOT
DOT has an administration 
for each of the six modes of 
transportation:

– Maryland 
Transportation 
Authority (Tollroads)

– Maryland Port 
Administration

– State Highway 
Administration

– Maryland Transit 
Administration (mass 
transit)

– Aviation Administration
– Motor Vehicle 

Administration
Each agency is managed by 
an administrator that is 
appointed by the Secretary 

Maryland Transportation 
Authority (toll road board):

– Plans new construction 
– Makes decisions related 

to operations and 
capital funding

– Sets fares
– Authority can also 

provide conduit 
financing for any 
revenue-producing 
transportation project 
within the DOT (e.g. 
parking garages at BWI)

– Monthly meetings
Maryland Port Administration:

– Specializes in 
procurement and 
personnel decisions

– Establish Foreign Trade 
Zones

– Sets strategic plan
– Acquires new ports and 

oversees port 
improvements

– Manages the dredging 
of shipping canals

– Monthly meetings

All revenues flow into 
Transportation Trust Fund
All department agencies 
draw from the trust fund
Trust fund comprised of 
motor fuel taxes, motor 
vehicle excise (titling) taxes, 
motor vehicle fees 
(registrations, licenses and 
other fees), and federal-aid.
Additional funds are drawn 
from corporate income 
taxes, operating revenues 
(e.g., transit fares, port 
fees, airport fees), and 
bond proceeds
A small portion of trust fund 
fees are distributed to non-
transportation entities such 
as the Baltimore Public 
Schools
Trust fund pays for 
operations and capital 
expenditures
Allocation decisions are 
made in conjunction 
between state and local 
officials

Governor appoints the 
Maryland Transportation 
Authority and Port 
Administration boards
Governor appoints the 
Secretary of 
Transportation
Secretary of 
Transportation chairs both 
boards
The director of agency 
oversees the day-to-day 
management of each 
agency

Details regarding some other current state practices for transportation governance are contained in the tables below: 
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Appendix E  > Other Current State Practices (cont’d.)

State Board Structure Corporate Structure Planning and Priorities Financial Management Roles & 
Responsibilities 

Virginia “Commonwealth 
Transportation Board”

– 17 members appointed 
by Governor

– 4 year terms
– Secretary of 

Transportation + 
department heads of 
road and rail transit sit 
on board 

– 14 citizen members 
representing each 
construction district

– 2 rural at-large 
members

– 2 urban at-large 
members

Governor appoints the 
Secretary of Transportation
Secretary serves on the 
Commonwealth 
Transportation Board
Governor appoints the 
Board which oversees all 
modes
Secretary administers the 
Secretariat of 
Transportation
Department of 
Transportation oversees 
the operations of the 
Department of Motor 
Vehicles, the Department of 
Transportation (highways), 
Department of Rail and 
Public Transportation, Port 
Authority
Individual departments 
have directors, director of 
the Department of 
Transportation (highways) 
appointed by the governor 
Individual Department of 
Aviation is not under the 
Secretariat of 
Transportation but its 
funding decisions are made 
by the Commonwealth 
Transportation Board
Port Authority and other 
agencies have individual 
boards that are less 
powerful than the 
Commonwealth 
Transportation Board

Directs funding
Sets administrative policies
Forms state-wide, multi-
modal transportation 
strategy
Establishes the 
administrative policies for 
Virginia's transportation 
system. 
The CTB allocates highway 
funding to specific projects, 
locates routes and provides 
funding for airports, 
seaports and public 
transportation
The Board meets on the 
third Thursday of the month 
in months where meetings 
are scheduled
Allocates funds to the 
Department of 
Transportation, the 
Secretariat of 
Transportation, the Port of 
Virginia (Port Authority) and 
the Department of Rail and 
Public Transportation

Transportation Trust Fund
Drawn from the following 
revenue sources:

– ½ cent general sales 
and use tax

– 1% additional tax on 
motor vehicle sales

– 2.5 cents on gas tax
– $3.00 increase in 

motor vehicle 
registration fee

Distributed to all modes of 
transportation in the 
following manner:

– Aviation (2.4%)
– Ports (4.2%)
– Public Transportation 

(14.7%)
– Highways (78.7%)
– Required interstate 

match
– 5.67% of remainder to 

unpaved roads of the 
balance

– Primary system (40%)
– Secondary system 

(30%)
– Urban system (30%)

Governor appoints 
Director of Transportation
Governor appoints all 
board members 
Legislature approves 
appointments
Secretary of 
Transportation required to 
coordinate between 
agencies
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Appendix E  > Other Current State Practices (cont’d.)

Authority Board Structure Corporate Structure Planning and Priorities Financial Management Roles & 
Responsibilities 

Metropolitan 
Transportation 

Authority –
State of New 

York

“Metropolitan Transit 
Authority” (subway, 
bus, rail, bridges & 
tunnels)

– 17 members 
appointed by the 
Governor and 
confirmed by New 
York State Senate

– 4 members 
recommended by 
NYC mayor

– Nassau, Suffolk, 
and Westchester 
counties each 
nominate a voting 
member

– Dutchess, Orange, 
Rockland, and 
Putnam counties 
each nominate 1 
board member, but 
these 4 members 
cast one collective 
vote 

– 6 non-voting 
members 
representing 
organized labor 
and the 
Permanent 
Citizens Advisory 
Committee 
(PCAC) 

Governor appoints MTA 
Board Members
Managed by a 12-
member management 
team, including CEO, 
COO
Each of the six agencies 
under the MTA has an 
agency president
Agencies under the MTA 
include:

– New York City 
Transit
– Long Island Rail 
Road
– Metro-North Railroad
– Bridges & Tunnels
– Capital Construction
– Bus Company

The MTA is responsible for 
developing and implementing 
a unified mass transportation 
policy for the New York 
metropolitan area and 
Dutchess, Nassau, Orange, 
Putnam, Rockland, Suffolk, 
and Westchester counties
The MTA Board, MTA 
Management Team, and the 
six MTA agencies all play a 
role in planning

The MTA Board, 
specifically, the Finance 
Committee, sets financial 
policy, reviews the annual 
budget, monitors 
budgetary compliance, 
and oversees 
procurements, insurance, 
pension funding, and 
economic performance of 
the authority
The MTA has the authority 
to issue bonds to fund 
capital construction 
projects
The MTA also receives 
federal, state, and local 
funding for capital 
construction projects

Governor appoints the 
board
The New York Senate 
must approve the 
governor’s nominees
The MTA board appoints 
the MTA CEO
The MTA board and MTA 
management team 
oversee the six MTA 
agencies
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Appendix E  > Other Current State Practices (cont’d.)

Authority Board Structure Corporate Structure Planning and Priorities Financial Management Roles & 
Responsibilities 

Port Authority 
of New Jersey/ 

New York

Board of Commissioners 
comprised of 12 
members
The governors of New 
Jersey and New York 
each appoint 6 
members to the Board 
of Commissioners with 
the approval of their 
state senate
The Board of 
Commissioners is jointly 
chaired by the Governor 
of New Jersey and the 
Governor of New York
The board members 
serve six-year, 
overlapping terms 
without compensation
A governor may veto the 
decisions of 
commissioners 
representing his/her 
state

The Board of 
Commissioners appoints 
an Executive Director that 
has been nominated by 
either governor 
The Executive Director 
manages the Port 
Authority’s day-to-day 
operations
Executive Director 
executes Port Authority 
policies

The Board of 
Commissioners makes 
decisions related to planning 
and overall policy setting 

Financially independent 
and has no authority to 
levy taxes and does not 
receive tax revenues
Key revenue streams are 
fares, tolls, landing fees, 
docking fees, rents and 
other fees generated 
through the use of Port 
Authority facilities
Authority issues bonds to 
pay for capital projects

The Governors of New 
Jersey and New York 
each appoint board 
members with the 
approval of their 
respective senate
The Board of 
Commissioners appoints 
an Executive Director that 
has been nominated by 
either governor
The Board of 
Commissioners meets to 
make decisions related to 
funding, planning and 
policymaking
The Executive Director 
manages the day-to-day 
operations of the Port 
Authority
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Appendix E  > Other Current State Practices (cont’d.)

Missouri “Highway and 
Transportation 
Commission” (all modes)
6 members appointed by 
Governor
6 year terms
No more than 3 members 
from the same political 
party
Includes committees, such 
as Audit, Aviation Advisory, 
etc.

– Aviation Advisory 
Committee has 11 
members made up 
pilot groups, airport 
management, aviation 
education, business 
owners and aviation 
consulting firms 

Commission appoints the 
Director of Transportation 
and a Commission Secretary
Director manages the 
agency, Secretary keeps the 
minutes of the commission
Highway divisions include 
construction, maintenance 
and other operations.
Aviation unit advises airports, 
conducts safety inspections, 
maintains an airport plan, etc
Multimodal unit supports 
freight, passenger, and light 
rail through regulation, 
inspection, and outreach
Waterways unit assists local 
port authorities, but does not 
directly oversee/operate
Transit unit provides financial 
and technical assistance 

Long-Range Transportation 
Plan (all modes) is developed 
by the Director, and submitted 
to the Commission for approval 
– 20 year focus
Statewide Transportation 
Improvement Plan (highways) 
is developed by the Director, 
includes committed projects, 
specifically the high-priority 
items in the LRTP for next 5 
years.  Updated annually.
Metropolitan Planning 
Organizations (MPOs) and 
Regional Planning 
Commissions (RPC) involved 
throughout planning process.
Centralized planning group 
facilitates process.

4 related funds -- State 
Highways and 
Transportation Fund, State 
Road Fund, State Road 
Bond Fund, and State 
Transportation Fund
Established formula for 
revenue (i.e., tax % and 
fees) and allocation between 
various funds
Legislature earmarks certain 
funds for highway patrol and 
enforcement of highway 
laws
Commission allocates funds 
based on STIP.

Governor appoints the 
Commission
Commission appoints 
Director of Transportation
Director of Transportation 
manages the agency
Regional Working Groups 
(public and other interest 
groups) participate in long 
range planning process
Legislative oversight and 
hearings

Ohio Transportation Review 
Advisory Council (Roads)

– 8 members (DOT 
Director ex-officio, 6 
governor and 2 
congressionally 
appointed)

Ohio Rail Dev. Comm.
– 14 members (DOT 

and DOD Directors, 4 
non-voting members 
from the Ohio General 
Assembly, 6 governor 
and 2 congressionally 
appointed.

Turnpike Commission- 5 
governor appointed 
(voting), 4 non-voting

Director of Transportation 
appointed by the Governor 
Office of Aviation manages 
airports and pilot licenses
Transportation Review 
Advisory Council (TRAC) 
plans for construction and 
directs funding
Ohio Rail Development 
Commission (ORDC) directs 
funding for public 
transportation infrastructure, 
sets policy vision for 
development 
Turnpike Commission plans 
and administers the Ohio 
Turnpike

Long-Range Transportation 
Plan (all modes) is developed 
by Planning Division
Statewide Transportation 
Improvement Plan (all modes) 
is developed with MPOs
Director of Transportation 
coordinates by serving on both 
ORDC and TRAC boards

TRAC directs federal and 
state  funding for highway 
operations and new capital 
improvements
ORDC directs federal and 
state funding for railway 
construction and planning 
for Ohio’s major state-wide 
rail network
Ohio Turnpike Commission 
develops plans for new toll 
roads and sets fares

Governor appoints Director 
and most Commissioners
Director of Transportation 
administers the day-to-day 
operations of the agency 
and is an ex-officio 
member of TRAC, ORDC 
and the Turnpike 
Commission
Director of Transportation 
is responsible for 
coordinating an overall 
transportation plan

State Board Structure Corporate Structure Planning and Priorities Financial Management Roles & Responsibilities 
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Details on Current State Practices (cont’d.)

State Board Structure Corporate Structure Planning and Priorities Financial Management Roles & Responsibilities 

Texas “Texas Transportation 
Commission” (All Modes)

– 5 members appointed 
by Governor

– 1 designated chair
– 6 year terms
– No requirements for 

representation or party 
affiliation

Governor appoints Texas 
Transportation 
Commission members
Commission members 
appoint the Director of 
Transportation
Director of Transportation 
must have an engineering 
background
DOT is broken down into 
individual operational 
departments
Departments include 
aviation, toll roads, vehicle 
titles (RMV), safety

Commission is responsible for:
– Planning for location and 

design of highways
– Overseeing the design, 

construction, maintenance 
and operation of hwys

– Developing a statewide 
transportation plan (all 
modes)

– Encouraging, fostering 
and assisting in the 
development of public and 
mass transportation in the 
state

Board directs funding to 
highways, toll roads, 
construction, aviation, mass 
transportation and all of the 
planning areas it is 
responsible for
Individual toll roads raise 
their own funds 
The legislature can earmark 
funds for certain 
transportation initiatives
Transportation Commission 
directs all federal and state 
funding

Governor appoints the 
commission
Legislature must approve 
the governor’s appointees
Commission appoints the 
Executive Director of 
Transportation
Director of Transportation 
enacts the policies and 
funding decisions made by 
the commission
Director of Transportation 
manages the day-to-day 
affairs of the Department of 
Transportation

Washington Washington State 
Transportation Commission

– 7 members 
– 6 year terms
– No more than 4 

members the same 
party

– 4 members must be 
from the western part of 
the state, 3 from the 
eastern

– Secretary of 
Transportation is an ex-
officio and non-voting 
member

Governor appoints the 
Transportation 
Commission
Governor appoints the 
Secretary of 
Transportation
Secretary of 
Transportation manages 
the DOT
DOT has individual 
departments for aviation, 
highways, mass transit 

Planning for the development 
and maintenance of the state’s 
highways and all modes of 
travel
Sets fares and tolls
Analyzes how transportation is 
connected state-wide
Conducts a statewide outreach 
program to gather input into 
state transportation policy

Transportation Pooled Fund 
Revenues from gas tax, 
bond issuances, toll fees 
and licensing fees directed 
to transportation
All transportation modes 
can draw from the pooled 
fund
Toll roads and ferries have 
fare schedule set by the 
Commission

Governor appoints the 
board
Governor appoints 
Secretary of Transportation
Funding policy is formed 
between the legislature, 
governor and secretary of 
transportation with the 
guidance of the 
commission
Secretary of Transportation 
manages the agency
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Details on Current State Practices (cont’d.) 
State of Maryland

NOTE:  This diagram was compiled based on publicly 
available data and reports, and is designed for discussion 
purposes only.  This is not an official document of the 
State of Maryland.
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Details on Current State Practices (cont’d.) 
Commonwealth of Virginia

NOTE:  This diagram was compiled based on publicly 
available data and reports, and is designed for discussion 
purposes only.  This is not an official document of the 
Commonwealth of Virginia.
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Details on Current State Practices (cont’d.) 
State of New York Metropolitan Transportation Authority (NYMTA)

Governor

NYMTA Management Team (a.k.a., “Headquarters” / “HQ”)
(15 total members; comprised of 1 CEO, 1 COO, 1 CFO, 1 Chief of Staff, 

4 Deputy Exec. Directors, 4 Directors, and 1 Auditor General)

Metro North 
Railroad

Capital 
Construction

New York City 
Transit

Bridges and 
Tunnels

Members are nominated by the Governor, with 4 recommended by New York City’s mayor, and 1 each by the county 
executives of Nassau, Suffolk and Westchester counties (each of these members has one vote); northern county 
executives also nominate a member each who cast 1 collective vote.  There are also 6 rotating, non-voting seats 
comprised of user and organized labor representatives.

Bus 
Company

Long Island 
Rail Road

Long Island 
Bus

 Legislature
New York State 
Department of 
Transportation

NYMTA Board
(17 total members; Chairperson ≠ NYMTA CEO)

Manages and 
operates 384 
route miles 
on 775 miles 
of track in 7 
counties in 
New York 
and 2 in 
Connecticut

Manages and 
operates 54 
bus routes in 
Nassau, 
western 
Suffolk. And 
eastern 
Queens 
counties 

Manages and 
operates 700 
miles of 
commuter rail 
track in Long 
Island

Busiest 
commuter rail 
in the US

Manages and 
operates 7 
bus 
companies 
that were 
originally 
franchises 
granted by 
NYC Dept. of 
Trans

Manages and 
operates 
NYC subway 
system

Largest 
agency in the 
MTA network

Serves as the 
construction 
management 
arm of MTA

Oversees 
security-related 
capital 
construction 
projects 

Manages and 
operates 7 
bridges and 2 
tunnels in 
Metropolitan 
New York City

 Serves 
800,000 
vehicles daily 

State Senate confirms 
all Board members.

A debt-issuing 
authority

A debt-issuing 
authority

Agency Agency Agency Agency Agency

7 Agencies / Authorities / “Companies” -- each led by 1 President
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Governor of 
New York

Governor of 
New Jersey

Executive Director

Operates Port 
Newark-Elizabeth 
Marine Terminal
Operates the 
Brooklyn Port 
Authority Marine 
Terminal, auto 
marine terminals in 
Bayonne, NJ and 
Jersey City

Seaports

World Trade 
Center site

Real Estate

Operates the Port 
Authority Bus 
Terminal
Owns and 
operates the 
PATH Rail System

Bus and Rail 
Transit

Operates the 
Holland Tunnel, 
Lincoln Tunnel, 
and the George 
Washington Bridge
Operates three 
connections with 
Staten Island 
(Goethals Bridge, 
Outerbridge 
Crossing, Bayonne 
Bridge)

Bridges and 
Tunnels

Operates 
LaGuardia Airport, 
John F. Kennedy 
Airport, Newark 
Liberty 
International 
Airport, Stewart 
International 
Airport, and 
Teterboro Airport
Operates the 
Downtown 
Manhattan Heliport

Airports

Board of Commissioners

1,600 officers 
enforce laws and 
secure  Port 
Authority property 
and assets

Port Authority 
Police

New Jersey 
Senate

New York 
Senate

Each governor appoints six members to the 
board with the approval of their senate
Governors of New York and New Jersey 
jointly chair the board

The Board of Commissioners appoints an 
Executive Director that has been nominated by 
either the Governor of New Jersey or the 
Governor of New York

Details on Current State Practices (cont’d.) 
Port Authority of New Jersey and New York (PANJNY)
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Appendix F 
Deloitte Government Performance Value Map

(wall chart accompanying this report)
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Copyright © 2007 Deloitte Development LLC. All rights reserved.

About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, its member firms, and their 
respective subsidiaries and affiliates. Deloitte Touche Tohmatsu is an organization of member firms 
around the world devoted to excellence in providing professional services and advice, focused on client 
service through a global strategy executed locally in nearly 140 countries. With access to the deep 
intellectual capital of approximately 150,000 people worldwide, Deloitte delivers services in four 
professional areas — audit, tax, consulting, and financial advisory services — and serves more than 80 
percent of the world’s largest companies, as well as large national enterprises, public institutions, locally 
important clients, and successful, fast-growing global companies. Services are not provided by the 
Deloitte Touche Tohmatsu Verein, and, for regulatory and other reasons, certain member firms do not 
provide services in all four professional areas.

As a Swiss Verein (association), neither Deloitte Touche Tohmatsu nor any of its member firms has any 
liability for each other’s acts or omissions. Each of the member firms is a separate and independent

legal entity operating under the names “Deloitte,” “Deloitte and Touche,” “Deloitte Touche Tohmatsu,” or 
other related names.

In the United States, Deloitte and Touche USA LLP is the U.S. member firm of Deloitte Touche 
Tohmatsu and services are provided by the subsidiaries of Deloitte and Touche USA LLP (Deloitte and 
Touche LLP, Deloitte Consulting LLP, Deloitte Financial Advisory Services LLP, Deloitte Tax LLP, and 
their subsidiaries), and not by Deloitte and Touche USA LLP. The subsidiaries of the U.S. member firm 
are among the nation’s leading professional services firms, providing audit, tax, consulting, and financial 
advisory services through nearly 40,000 people in more than 90 cities. Known as employers of choice 
for innovative human resources programs, they are dedicated to helping their clients and their people 
excel. For more information, please visit the U.S. member firm’s Web site at www.deloitte.com
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